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Current topics for top management .. . 





AMA'S GENERAL MANAGEMENT 
CONFERENCE 


June 3-5, 1957. Statler Hotel © New York City 


Trends in the money market e Preparing the advertising 
budget e Gauging consumer wants and habits e Manag- 
ing the development of new ideas e Translating economic 
trends into realistic corporate plans e Meeting the 
problems of expansion e Handling finance in the smaller 


company 


These and other vital management problems will be discussed by 
top-level authorities at AMA’s General Management Conference. 
You'll also hear what the experts have to say about record govern- 
ment spending and what it will mean to you in the coming year . . . 
what effects, direct and indirect, recent international events will 
have on the profit potentials of your business . . . new concepts of 
industry’s responsibility for safeguarding executive health . . . what 
you can do to make the most of your company’s management skills 
and resources. 


MAKE YOUR PLANS TO ATTEND NOW! 


AMERICAN MANAGEMENT ASSOCIATION, INC. 
1515 Broadway e Times Square e New York 36, N. Y. 
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The AMA Program: 
No. 7 of a Series 


AMA’s Management Information Service 


American INDUSTRY'S WILL- 
ingness to share its progress is 
strikingly reflected in the varied 
progam of AMA activities— 
conferences, seminars, courses, 
and publications—which strive 
to achieve a broader advance- 
ment and extension of manage- 
ment knowledge. And nowhere 
is the result of this philosophy 
more apparent than it is in 
AMA’s Management Informa- 
tion Service. 


The Service provides AMA 
member companies and executives 
with a unique source of business information and reference material. 
The library of the Service contains a fully representative stock of 
current business publications; a complete file of AMA publications 
— presentations given at AMA Conferences, Special Reports, Re- 
search Reports, and Special Publications; and an unusual reference 
file of actual company material supplied by member firms and by 
participants in AMA meetings. This reference file contains un- 
published company material and data on all phases of business 
activity, and is available to AMA members on free loan. 


The trained staff of the Management Information Service is pre- 
pared to help members get the ideas and background information 
they need to make decisions on almost any management topic, from 
organization planning and operations research to market analysis and 
grievance-handling techniques. During the last fiscal year, more 
than 34,000 library items—300 per cent more than the previous 
year—were lent to members in the course of answering more than 
15,000 questions on specific management problems—some 25 per 
cent more than the year before. More than 4,000 members put their 
questions by letter; nearly 8,500 requested information by telephone 
or telegraph; and close to 2,800 came in to discuss questions in 
person. 


If your company has an AMA membership, or if you are enrolled 
individually and you have not already taken advantage of the Man- 
agement Information Service, AMA invites you to do so. 
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Report Cards for Executives 


IF A BUSINESS EXECUTIVE hesitates 
to crack down on his offspring for 
poor report cards these days, it may 
be because he is inhibited by the 
knowledge that his own report card 
—not 20 or 30 years ago, but just 
the other day—was something less 
than perfect. 

For the chances are better than 
even that this executive, if he works 
for a big company, is scored on a 
formal report card. 

Executive report cards — generally 
called “appraisals” or “evaluations” 
—are comparatively new in American 
business. In today’s large corporation 
there may be literally thousands of 
executives of varying degrees of im- 
portance, and top management finds 
it impossible to have more than a nod- 
ding acquaintance with most of them. 
Then, too, specialization goes along 
with size, which means that what the 
majority of these executives do may 
affect profits only indirectly. So there 
is no easy dollars-and-cents way of 
identifying the capable. 

Regular report cards appear to 
offer a way out. If each man’s boss 
sets down an evaluation of him 
periodically, there are written records 
to go on when promotions and 
bonuses are to be passed out—or so 
many experts reason. 

Most companies, it appears from a 
study of the appraisal blanks, are 
concerned mainly with personality 
and character traits. They are look- 


ing for men who are extroverted, 
flexible in their outlook, vigorous, 
aad presentable in appearance. Above 
all, they stress ability to get along 
with other people—subordinates, 
equals, and bosses. So strong is the 
emphasis on personality in some 
cases that “job knowledge” and even 
“job performance” may have only a 
minor place in the over-all rating. 

Usually a company will try to de- 
fine the ideal executive in terms of 
about 10 traits. Sometimes only three 
grades are listed for each trait: good, 
fair, or poor. On other blanks there 
are five classifications: outstanding, 
above average, average, below aver- 
age, and poor. Or descriptive phrases 
rather than grades may be used. 

Experience has convinced most 
companies that it is impractical to 
try to measure a man’s character and 
personality on a strictly numerical 
scale. There is also something of a 
trend now to place less emphasis on 
traits and more on actual performance 
on the job. 

Trait-rating has, in fact, a number 
of serious shortcomings. For one 
thing, there is seldom any scientific 
basis for deciding that certain traits 
are essentia! for good performance on 
a given job. But perhaps the most 
serious criticism of the technique is 
that, in the words of consultant 
Walter Mahler, “Most _ trait-rating 
forms ignore what the man is actually 
being paid for—results.” 


For publishers’ addresses or information regarding articles or books, apply to AMA headquarters. 
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Some of the newer forms, how- 
ever, do recognize that results are, 
after all, what count. One fairly 
usual plan requires a boss to list the 
duties of the job in order of their 
importance, and comment on _ the 
way the incumbent is handling each, 
giving facts and figures wherever 
possible. Other forms ask specific 
questions about the ratee, such as: 
‘Does he meet production or service 
requirements of the job? Are his 
assignments accomplished on time? 
Does he do more than would normally 
be expected? Does he keep within 
his budget? Has he furthered cost 
control?” 

In an effort to get around the dif- 
ficulty of breaking down executive 
success into its components, some 
firms have dispensed with both per- 
formance items and traits, and ask 
general questions that allow the 
rater to answer in his own words. 
Popular queries of this type are: 
“What are the man’s strongest points? 
What are his weaknesses? What 
should be done to help him improve? 
How far can he be expected to go?” 

Here, again, some troubles develop. 
For very few department and division 
heads can write an informative report 
on a man’s performance and _ char- 
acter. Further, even apparently sim- 
ple questions mean different things 
to different people. American Cya- 
namid Co. discovered that, to raters 
who had credited subordinates with 
“ability to go far,” distance was en- 
tirely relative. 

Still another type of report card— 
at present used by only a few com- 
panies—gives what is known as 
“forced choice.” Where this tech- 
nique is employed, the rater is con- 
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fronted with 20 or 30 blocks of 
statements, and checks the statement 
in each that is most applicable to the 
man he is rating, and the one that 
is least applicable. For example: 


BLOCK 1 


Always does things on time. 

Does not get along well with others. 
Keeps his department very neat. 

Has an excellent personal appearance. 
Needs more training. 


All the statements in any one 
block might well apply to a single 
person; conversely, none of them 
might apply. Nevertheless, the rater 
is compelled to check a “most” and 
a “least.” 

Some of the items that appear un- 
complimentary may not count one 
way or the other. Some that appear 
complimentary may actually reduce 
the score, since, in view of the choice 
allowed, checking them amounts to 
damning the man with faint praise. 
Hence, proponents of this system 
claim, there are built-in safeguards 
against partiality. 

Under all other systems so far de- 
veloped, the possibility that the boss 
may twist the ratings for his own 
purposes is a real one—though in 
some companies a partial check exists 
in that the boss’s boss—and perhaps 
the next higher boss as well—may sit 
in on the rating, or review it. 

The biggest danger, the experts 
agree, is not that bosses will attempt 
to cut down possible rivals by giving 
them poor scores. If the appraiser 
errs deliberately, he is much more 
likely to do so out of simple kind- 
heartedness, from the desire to be a 
good fellow, or to preserve the rela- 
tive standing of his own group. 














Ge 


The various executive-appraisal 
plans described here all have fairly 
obvious inadequacies. Most com- 
panies are using what they have only 
for lack of something better, and are 
constantly on the lookout for new 
and improved formulas. Vast sums 
are spent on executive training these 


days, and the big companies who pay 
the tuition would like to be sure 
they are working with the best mate- 
rial available. 


w Ernest Dale and Alice Smith. 
THE NEw York Times Macazing, 
March 31, 1957, 

p. 25:4, 


How Corporate Pension Funds Are Growing 


ASSETS IN PENSION FUNDS of U.S. 
corporations rose $2.1 billion in 1955 
to a total of $14.2 billion, with three- 
quarters of this amount invested in 
corporate securities, according to a 
recent survey by the Securities and 
Exchange Commission. The study, 
which covered all corporate pension 
funds except those administered by 
insurance companies, revealed that 
the market value of total assets was 
$15.9 billion at the end of 1955. 
Although the largest portion of 
total assets was in corporate bonds— 
$7.2 billion or 51 per cent—it is in- 
teresting to note that in 1955 there 
was less bond investment than in 
earlier years. Net investment amount- 
ed to under $900 million, compared 
with more than $1 billion in each of 
the years 1952 through 1954. On 
the other hand, the trend toward 
common stock investments continued, 
with purchases of $700 million 
bringing book value of common stock 
holdings to $3 billion. This repre- 
sents a growth of more than three 
and one-half times 1951 common 
stock holdings. Investments in U.S. 
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government issues, which make up 
18 per cent of assets, increased by 
$250 million in 1955, more than in 
any previous year since the annual 
survey began in 1951. 

Data on the market value of pen- 
sion fund investments—collected for 
the first time by the survey—shows 
that the market value of all common 
stock holdings exceeded book value 
by 62 per cent at the end of 1955; 
valued at market, common stock hold- 
ings accounted for 30 per cent of 
total fund assets, as compared with 
21 per cent based on book value. The 
market value of corporate bond in- 
vestments averaged a little over 98 
per cent of book value, while the 
market value of government issues 
was slightly over 98 per cent of cost. 

Corporate pension funds purchased, 
on balance, $610 million of common 
stock during 1955. This compares 
with net purchases of $590 million 
in 1954, $440 million in 1953, 
$390 million in 1952, and $290 
million in 1951. 

Pension funds took in total re- 
ceipts of $2.6 billion in 1955, com- 
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pared with $2.2 billion in 1954. 
Approximately 70 per cent of the 
total receipts were contributions by 
employers which amounted to $1.8 
billion, $150 million more than in 
1954. The data indicates that 
amounts contributed for past service 
liability by all corporations with self- 
insured funds was about $325 million. 

Contributions by employees were 
slightly higher than in the preceding 
year, amounting to $220 million and 
accounting for about 9 per cent of 
all receipts. Income from interest and 
dividends, which made up 18 per 
cent of receipts, amounted to $460 


million, exceeding the 1954 figure 
by $50 million. Net profit of $85 
million from sale of assets was re- 
ported for 1955, and $12 million in 
other income. 

Benefits payments to pensioners 
from the funds rose to $450 million, 
an increase of 25 per cent over 1954 
and about double the amount paid in 
1951, the first year of the survey. 
Expenses chargeable to the funds 
continued to be small, although 
somewhat larger than in earlier years. 

mw CORPORATE PENSION Funps, 1955 


(Securities and Exchange 
Commission, Washington 25, D.C.) 


Accidents in the U.S.—The Toll Rises 


SINCE 1954, when the national accident rate took a dip, the toll of death 
and injury exacted by accidents has been climbing steadily upward, and 
the latest figures released by the National Safety Council indicate that 
the upward trend is continuing. The Council estimates that 95,000 per- 
sons were killed by accidents in 1956—a 2 per cent increase over 1955, 
when the total for accidental deaths was 93,443. Another 9,450,000 
were injured by accidents last year, and the estimated economic loss 


reached a total of $10.8 billion. 


Motor vehicle accidents remained the nation’s number one cause of 
accidental death. The Council estimates that 4,000 persons were killed 
in traffic accidents in 1956, and this 4 per cent increase over 1955 ac- 
counted for the higher all-accident death total in 1956. Home accidents 
claimed the second greatest number of lives, although the 1956 total 


dropped by 500 to 27,500. 


Deaths from work accidents in 1956 totaled 14,300—an increase of 
100 over the previous year—and disabling work injuries numbered ap- 
proximately 2 million, 50,000 more than in 1955. The Council points 
out, however, that the rise in work injuries is approximately accounted 
for by a small increase in employment. 

The estimated economic loss of $10.8 billion covers all accidents and 
includes wage losses, medical expense, insurance costs, production delays, 
damage to equipment, and property damage. The total time lost from 
accidents in 1956 was 295 million’ man-days—equivalent to the shutdown 
of plants employing a million workers for an entire year. 
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Pricing Techniques and Practices Today: 
A Survey 


MorRE AND MORE COMPANIES are 
making use of market field tests as an 
aid in setting prices, judging from the 
results of a. survey of company pric- 
ing methods recently conducted by 
the Dartnell Corporation. The im- 
portance of effective pricing methods 
is underlined by the fact that an 
overwhelming majority of the re- 
spondents (81 per cent) expect to 
revise their prices sometime during 
1957. 

Here are some of the survey’s key 
findings, based on the replies of sales 
executives from a cross-section of 
businesses of various types and sizes: 

A combination of a pricing formula 
—such as cost plus desired profit— 
and competitive prices is used by 35 
per cent of the responding companies, 
while 27 per cent depend primarily 
on a formula and 18 per cent rely 
mainly on competitive prices. The 
rest place their chief reliance on other 
methods: estimates of what the traffic 
will bear (8 per cent); field tests (8 
per cent); market surveys of con- 
sumer reactions (2 per cent); and 
market surveys of distributor opinion 
(2 per cent). 

More companies are giving the 
responsibility for pricing decisions to 
their sales executives. Although the 
executive vice president most com- 
monly bears this responsibility (in 
49 per cent of the companies sur- 
veyed), 22 per cent give it to their 
sales managers and another 22 per 
cent give it to their general sales 
managers. 


An increasing number of com- 
panies are passing price changes along 
on a percentage basis. According to 
a similar Dartnell survey in 1949, 
only 35 per cent of respondents in- 
dicated they used a percentage basis, 
while the current survey shows 59 
per cent using this method. 

The wider use of field testing as 
a guide in setting price levels can be 
seen in a comparison of the new 
survey's figures with those of the 
1949 poll. In 1949, only 17 per 
cent of all respondents said they used 
this technique, while in the current 
survey the figure is up to 52 per cent. 

Break-even charts showing the re- 
lationship between fixed and variable 
costs and profits in dollars at different 
volume ranges were used by 26 per 
cent of the respondents in setting 
prices. Although this category was 
not included in the previous survey, 
there may be reason to believe that 
there has been a substantial increase 
in the number of companies using 
this technique. The growing impor- 
tance of sales promotion and mer- 
chandising activities intensifies the 
need for break-even figures in ar- 
riving at pricing decisions. When 
properly used, these figures can show 
when promotion expenses are a profit- 
able investment, a necessary risk, or 
a wild gamble. They can help to 
evaluate the results of “spending 
money” compared with the method 
of holding selling expenses to 4 
straight percentage relationship with 
actual or expected sales. 
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About three-quarters of all respond- 
ents to the survey said they request 
information about competitors’ prices 
as part of regular sales reports sub- 
mitted by salesmen. Sales managers’ 
comments about such reports varied 
from “very valuable” to “can’t be 
relied on, must be checked inde- 
pendently.” 

Only 11 per cent of respondents 
indicated that, as a rule, they decide 


on a price and then make a product 
to fit. But another 25 per cent say 
they utilize this method some of the 
time. This indicates, along with the 
increase in the use of field testing, 
competitive pricing, and break-even 
charts, the development of a pricing 
pattern which gives major considera- 
tion to market conditions rather than 
being based entirely on_ traditional 
rigid cost factors. 


What’s Behind Our Surging Economy? 


FoR YEARS, economists, executives 
and marketing men have been look- 
ing at population charts—and seeing 
in them some convincing reasons 
why the U.S. economy should grow. 

But there’s much more to the story 
than simple growth—and the real 
impact of population trends is only 
now becoming clear. For the U.S. 
economy is going through more gy- 
rations than can be explained by 
shouting, “Babies, just babies.” 

Consider the remarkable year of 
1956. For most of American busi- 
ness, and for practically all econom- 
ists, 1956 turned out to be a very 
pleasant surprise. The economy ran 
ahead of all expectations. 

Or take into consideration the 
notable decade of the 1950’s. The 
post-war recession that many people 
expected in the early 1950's has 
simply never appeared. What set- 
backs the economy has had, like the 
“recession” of 1953-54 and the 
“straight-line” recession of early 
1956, have been mild. 
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For the rest of the decade, too, 
the prospects are bright. Industry's 
own plans promise that capital spend- 
ing will stay very high for two or 
three years more. The _ federally 
financed highway program and _ the 
drive to build new schools, hospitals, 
and other public facilities all rein- 
force the prospect of continuing high- 
level economic activity. 

Expanding population is part of 
the answer, and an important part. 
But what’s happening within the 
over-all growth is probably at least 
as important. The impact of various 
population forces goes far to explain 
what’s been happening to the eco- 
nomy. To make sense of these 
forces, you have to see how they are 
working together. Lionel D. Edie, 
New York economic consultant, has 
worked out some of the relationships. 
Here are some of the underlying pop- 
ulation trends he points out: 

1. The very rapid growth of the 
number of “dependents.” The num- 
bers of very young and of old people 
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are rising much faster than the 
number of people in the working age 
groups. 

2. The shortage of 20-year-olds 
coming into the labor force now 
because of the low birthrates of the 
middle 1930's. This contributes to 
the shortages not only of research 
engineers but of other groups as 
diverse as teachers and secretaries. 

3. The long-run surge in the 
number of families being formed. 
Edie estimates that in the 1940’s an 
average of 500,000 households were 
formed each year; in the 1950’s it is 
about 1 million; in the 1960’s it will 
be 1.5 million. 

These population forces are mesh- 
ing with a group of highly import- 
ant economic trends: the rapid 
pace of technological advance, the 
sharp and dramatic rise in incomes, 
the increase of middle-income fami- 
lies, and the move to the suburbs. 

Together, these forces are produc- 
ing explanations for: 

1. The soaring demand for capi- 
tal goods. 

2. The rapid rise in wage rates— 
a rise running ahead of the ability 
of the U.S. to raise its productivity. 

3. The surge in housing and 
autos. 

4..The growing and spreading 
shortage of white collar workers. 

What's happening, in broad out- 
line, is this: The whole economy is 
under pressure because of the rapid 
growth in the two groups at the ex- 
treme ends of the age scale. The 
number of very young—under 18— 
and old citizens—over 64—is grow- 
ing three times as rapidly as is the 
group between 18 and 64. By and 
large, the young and old are depend- 
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ents in the sense that relatively few 
of them hold down full-time jobs. 
Edie estimates that the percentage 
of these dependents compared to the 
productive-age groups will rise from 
60 per cent in 1945 to more than 
80 per cent in 1965. 

In short, each worker has to sup 
port more dependents—and support 
them in what would have been con- 
sidered luxury a few years ago. 

This would bring a fall in living 
standards—and probably depression 
and unemployment—if workers could 
not increase their production. More- 
over, no one wants to work long hours 
to do it. So output-per-worker must 
go up. And it must go up much more 
rapidly than has been necessary in 
the past to keep the over-all American 
standard of living rising steadily. 

This double pressure—to take care 
of a larger group of dependents as 
well as raise living standards—is 
what lies behind the surging rise in 
capital expenditures, as Edie sees it. 
The only way to raise productivity is 
to give workers more power, better 
tools, automatic controls—better cap- 
ital equipment of all kinds. 

Shortages in the working-age 
groups show up most acutely among 
the 20-to-25-year-olds. These are the 
people born in the midst of the 
Great Depression, when the birthrate 
plunged sharply. So there are rela- 
tively few entering the labor force 
now—when the economy is booming. 
Edie estimates that we now have ac- 
cumulated a “deficit” of 4 million in 
the 25-year-old group. And in a few 
more years, the deficit will have be- 
come 10 million. 

Some of these population trends 
will come to a turning point by 1960. 
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The number of young people coming 
into the labor force will begin to rise 
markedly in the early 1960's, for 
example. By then, the first of the 
“war babies” born in the early 1940's 
will be looking for jobs. 

But this will not automatically end 
manpower shortages. Many of these 
young people will be going to college 
—conservative estimates suggest that 
the colleges and universities will see 
their enrollments double between 
1955 and 1965. That will com- 
pound the shortage of faculty per- 
sonnel—and the new instructors will 
have to be drawn from the age group 


that is short now. University presi- 
dents, by and large, will have to 
look to the group born in the 1930's 
to instruct the youngsters of the 
1940’s. 

Industry will have the same prob- 
lem. Companies that are expanding— 
and the steady growth of population 
means steady expansion for industry 
—will find that today’s shortage of 
junior executives will probably roll 
along with the years to become a 
shortage of middle management in 
the 1960’s. 


es Business WEEK, 
November 10, 1956, p. 64:5. 


Are Executives Neurotic? 


IN A BRITISH MAGAZINE RECENTLY, a psychologist dealt the highly placed 
business executive a woeful blow to the ego. Dr. Alexander Kennedy’s 
thesis is that merit may take a man to the top, but it is not merit that 
keeps him there. Instead, it is “a state of deepening neurosis.” 

Dr. Kennedy reports that a group of British psychologists, after careful 
analysis of executives “prone on their consulting room couches,” concluded 
that “the tendency to hold on to power as such is apt to increase as 


capacity diminishes.” 


This is understandable, comments Dr. Kennedy, since “it takes many 
times as much energy and effort to get a new idea adopted than passively 
to block it.” Thus, “the advantage in the battle lies wholly with the 
defense.” Symptoms of declining power, according to Dr. Kennedy, are: 
bad temper and grumbling; long hours worked, but less done; repeated 
consultation with medical specialists, and self-medication “often accom- 
panied by an interest in life insurance and financial security”; feelings of 
persecution by colleagues; “an increase in alcoholic intake and verbal 


output.” 


What can be done about waning executives? Dr. Kennedy suggests 
early retirement or “sidetracking” them to smaller jobs with higher-sound- 


ing titles. 


“One difficulty,” he allows, “is the tenderness of directors to- 


ward colleagues who ought to be got rid of, for they realize that it probably 
only requires a new round of purchase tax changes or a similar emer- 
gency to put their departments in such a state that they would be next 


on the casualty list.” 
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Packaging Today: $15 Billion Giant 


THE COST OF PACKAGING America’s products is probably over $15 billion 
a year, making packaging, as an industry, among the largest in the country. 

These are the estimates of Modern Packaging, based on preliminary 
official figures of the 1954 Census of Manufacturers supplemented by a 
special study made by the Department of Commerce. 

The Department of Commerce total of over $8 billion for 1954 includes 
only the manufactured value of packages and components as shipped to 
» packagers, omitting the considerable value added in the packaging plant 
by the cost of direct labor and overhead involved in assembling, filling, 
and handling and shipping of packaged goods, as well as the packager’s 
cost of design, testing, etc. These added costs are estimated to average 
about three-quarters of the original cost of the package. On this basis, 
an unofficial grand total of the over-all value of packaging in 1954 would 
be in excess of $14 billion. 

The increase in expenditures for packaging supplies during the 15-year 
period of 1939-1954 was 341.2 per cent, for an average gain of 22.7 
per cent a year, compared with the corresponding increase in GNP of 
292 per cent, or an average of 19.5 per cent. 

—Modern Packaging 1/57 












































DAVE Hileey 





“Mr. Beeler! Mr. Beeler! You're talking to yourself.” 








—Reprinted by special permission of The Saturday 
Evening Post. Copyright 1956 by the 
Curtis Publishing Company. 
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Facts on Split-Dollar Insurance 


A NEW CONCEPT of the purposes of 
keyman insurance has developed in 
recent years, motivated to a large ex- 
tent by the competition for executive 
talent that has become more and more 
intense since World War II. 

The bite that income taxes take out 
of high wages has made it necessary 
for industry to find other means of 
attracting and keeping top-grade man- 
agers. The development of the split- 
dollar insurance plan has provided 
one such means: It gives the employer 
and the employee a stake in a joint 
life insurance program, taking care of 
the insurance objectives of each and 
strengthening the employee’s loyalty 
to the company. 

Split-dollar insurance enables the 
employer partially to protect his own 
economic interest in case of the em- 
ployee’s death. More important, it 
enables him to provide a nontaxable 
benefit to his employee by giving him 
the opportunity of obtaining insurance 
at a lower cost than he could get it 
on his own. It enables the employer 
to do this at what is, practically speak- 
ing, no cost to himself. 

Split-dollar insurance plans are sold 
by a number of insurance companies, 
but basically they operate in a similar 
fashion. An insurance policy is issued 
on the life of an employee, and the 
premium is paid jointly by employer 
and employee. That part of the pre- 
mium which approximates the in- 
crease in cash value of the policy is 
paid by the employer, and the balance 
of the premium (the pure insurance 
cost) is paid by the employee. 
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Thus, at the inception of the policy, 
the employee’s share of the premium 
is at its highest; it then gradually de- 
creases until it disappears altogether. 
The employer’s share of the premium 
(the increase of the cash value in the 
policy) will gradually rise until the 
annual increase in cash value equals 
or exceeds the net premium. From 
that point on, the employer’s premium 
remains constant and the employee 
pays no further premium whatsoever. 

If the employee dies during the 
policy period, the employer receives 
the cash value in the policy, while 
the employee’s beneficiary receives the 
difference between the face amount 
of the policy and the cash value. Thus 
the employee’s part of the plan is a 
kind of reducing term insurance, 
which has advantages as part of his 
entire insurance program. It enables 
him to provide maximum protection 
for his dependents at precisely that 
period in his life when he is most 
likely to have his lowest earning po- 
tential. As his children grow up and 
his protection needs decrease, his pol- 
icy likewise decreases in the amount 
of insurance protection for his bene- 
ficiary. 

In the split-dollar insurance plan, 
the employer owns the policy. If the 
employee leaves the firm, the employer 
can cash the policy and receive back, 
at any time, the total amount of his 
contributions. Or he may, if he 
chooses, sell the policy to the em- 
ployee, giving the latter the benefit of 
a premium based on the employee’s 
age when the policy was written, 
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rather than at the time of transfer. 
The employer always has the total 
amount of his contribution fully se- 
cured and can use the cash value in 
the policy as an asset of the corpora- 
tion throughout its lifetime. 

The only cost to the employer in 
this program is the interest that his 
money otherwise would have earned 
if it had not been invested in the 
policy. In addition, he has a certain 
amount of capital always tied up in 
the policy, and although this is an 
asset belonging to him like any other 
possession of the firm, it does not have 
the liquidity of cash. These, how- 
ever, are comparatively minor draw- 
backs to the plan. 

The split-dollar insurance plan be- 
gan to gain popularity in 1955, when 
the Treasury Department ruled that 
the employer’s contribution to the 
policy is not taxable income for the 
employee. The cash value in the 


policy, which the employer receives 
whenever the policy is terminated, js 
also nontaxable, as is the amount paid 
to the employee’s beneficiary at his 
death. 

Another advantage of the plan for 
the employee is that he is protected 
against future uninsurability. By hay- 
ing a large amount of insurance on 
his life at a comparatively early age, 
he lessens this danger. 

Still another advantage is that if 
the employee lives to the policy’s ex- 
piration date the employer can use 
the cash value to fund a retirement 
plan for the employee. Split-dollar 
insurance thus enables the employer 
to create a pension plan for the em- 
ployee as well as provide him with 
low-cost life insurance. 


= Eugene Sattler. 

THE INSURANCE BROKER-AGE, 
March, 1957, 

p. 3:4. 


Increasing Your Personal Productivity 


Most oF us know a busy executive, 
already involved in a myriad of 
projects, who always seems to be able 
to summon up the additional time 
and energy for one more assignment. 
How does he do it? Where does he 
find this extra mine of energy? 

Actually, it’s not likely that he 
possesses an abnormal amount of 
energy. He’s increasing his personal 
productivity by using normal sup- 
plies of energy in the most effective 
possible ways. 

Industrial psychologists estimate 
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that the average executive uses only 
about one-third to one-half of his 
energy productively. It’s entirely 
feasible for an executive to better this 
average by absorbing and using a few 
simple principles of performance and 
motivation. 

One of these principles is that 
change is rest. Boredom is a much 
greater thief of productivity and effi- 
ciency than is fatigue. The best we, 
to avoid being slowed down by stale- 
ness on a particular job is to switch 
to another task where revived interest 
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will sharpen up your mental processes 
and renew the energy that seemed 
to be lagging. 

Some users of this method think of 
themselves as moving around among 
a number of separate jobs—and a 
few actually do move around. One 
company vice president, for example, 
manages to work on his various proj- 
ects in different rooms, literally shut- 
ting the door on one problem as he 
goes to another. Others, without 
space for multiple offices, substitute 
sternly partitioned briefcases or dif- 
ferent desks to escape the piled-up 
papers of the incomplete jobs that 
have been left. There are, of course, 
hazards in the use of this technique, 
but none is as serious as it sounds at 
first. When changing from job to 
job is suggested, managers inevitably 
ask whether they won’t forget things 
in the process, whether their impor- 
tant work won't be interrupted, and 
whether their minds won't be left a 
hodge-podge of incompleted tasks. 

There is little danger of forgetting. 
Psychological research indicates that 
memory for incompleted _ tasks, 
sparked by the unresolved tensions, 
is over 10 times as great as memory 
for completed ones. A good way to 
make the transition is to end current 
activities with a resume or status re- 
port to yourself, either dictated or 
jotted down. This procedure also 
helps to overcome inertia when start- 
ing a new job: Reading the resume 
will tend to snap the problem back 
into focus. 

Another energy-channeling — tech- 
nique is to schedule the most impor- 
tant jobs for your own periods of 
greatest work efficiency. According 
to tests, an individual normally has 
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two energy peaks a day for mental 
work. They are, roughly, between 10 
and 11 in the morning, and 2:30 
and 3:30 in the afternoon. There 
is, however, a wide variation among 
individuals, and the efficiency peaks 
are heavily affected by living habits 
—for instance, by how many mar- 
tinis and/or how many calories are 
consumed at the midday meal. But 
it is not too hard to discover one’s 
own pattern and schedule important 
work accordingly. 

Motivation generates energy. With- 
out it, all the tricks in the world 
won't enable you to do more than 
what’s necessary just to get along. 
One way to stimulate motivation is 
to announce goals and projects to 
people whose opinion is important to 
you. By giving yourself a public time- 
limit, you create a powerful drive to 
live up to your commitment. 

It is, of course, unwise to set one’s 
announced goal at an unreachable 
level. With too great a gap between 
aspirations and achievement, you end 
up with little real accomplishment. 
On the other hand, psychological re- 
search has shown that work can be 
speeded by the use of an ascending 
aspiration level. Every time you've 
reached a part of your over-all goal, 
notch up your time schedule for the 
rest of the project. 

When you've announced your 
goals, work out a set of rewards that 
you can offer yourself. They can be 
as simple as keeping yourself away 
from an enjoyable experience—any- 
thing from a ballet to a martini— 
until you have finished a scheduled 
number of pages of that paper you're 
working on. Or you can decide not 
to take that golf weekend until 
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Project X is successfully wrapped up. 
Another way to create a favorable 
environment for greater personal pro- 
ductivity is to deliberately associate 
with people equal or superior to you 
in ability. The self-satisfaction an 
executive may feel because he’s more 
competent and alert than most of his 
friends isn’t going to stimulate him 
to any greater efforts. Constant asso- 
ciation with active minds and active 
careers, however, gives ambition and 
pride that added stimulus that leads 
to higher personal productivity. 
Another environmental trick is to 
identify yourself consciously with 
good reputations and traditions, and 
then live up to them. Sometimes the 
sheer desire to maintain one’s own 
company’s reputation in a particular 
field will turn the individual execu- 
tive—with, perhaps, not a single 
share of stock—into a whirlwind. 


Often an individual can accom- 
plish this same result by creating for 
himself a particular kind of reputa- 
tion. For instance, a man with a 
reputation for punctuality makes it a 
matter of pride never to be late for 
appointments. 

These tricks are not recommended 
for those who have not already 
learned to plan and organize a spe- 
cific project. Over-motivation and 
switching from task to task can be 
disastrous unless backed up by real 
ability and organized habits. Used 
judiciously, however, these _ tech- 
niques will enable an already efficient 
executive to dig deeper into energy 
reserves and increases his usefulness 
and productivity. 


eLuis J. A. Villalon. 
RESEARCH & ENGINEERING, 
February, 1957, 

p. 12:3. 


W hat’s Happening to the Quit Rate? 


PEOPLE ARE NOT CHANGING JOBS as much as they used to. This fact 
was pointed out recently by Ewan Clague, U.S. Commissioner of Labor 
Statistics, who cited several likely reasons: (1) union emphasis on senior- 
ity rights, which are ordinarily lost when a worker changes jobs; (2) the 
growth of pension, health, and welfare plans, whose benefits are seldom 
transferable from company to company; (3) higher unemployment bene- 
fits, including those provided in guaranteed-annual-wage plans, all of 
which are lost by a worker who quits; (4) the increasing proportion of 
workers in large companies—in which a dissatisfied worker can often 
transfer to another department instead of quitting; and (5) the increasing 
proportion of older, more stable workers in the labor force. 

Historically, the so-called “quit rate’—the number of workers in each 
100 who quit their jobs in a month—has risen when business was good, 
declined when business fell off. Yet the quit rate, which declined from the 
extraordinary wartime high of 6 per cent to 3 per cent in the early 1950's, 
dropped further to 1.6 per cent in 1956—a startling low for a period of 
peacetime prosperity, and a clear indication of labor’s growing immobility. 
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Preparing for Office Automation: 
Some Tips for Smaller Companies 


Ir MIGHT BE ASSUMED that the only 
risks involved in office automation 
are taken by those who go ahead in 
this relatively new field. Yet there 
are also definite dangers— particularly 
for the smaller company—in not 
applying the techniques of automa- 
tion now. 

This does not necessarily mean 
that a smaller company should imme- 
diately make a major conversion to 
automatic equipment. It means, 
rather, that preparation for automa- 
tion should be undertaken now. The 
costs of converting an antiquated 
setup to automation may be consid- 
erably higher than the costs of chang- 
ing over an operation which has been 
gradually modified in preparation for 
the switch. 

In selecting areas to study for the 
possibilities of automation, a smaller 
company should choose those produc- 
tion or clerical departments where 
costs are high and manual and inter- 
rupted’ operations predominate, or 
where the speed of reporting is in- 
adequate for management needs. If 
these units of your business happen 
to coincide with those to which your 
competitors have applied automatic 
processes, you can profit from their 
know-how and learn from their mis- 
takes. ; 

The first stage in a program of 
automation is a detailed study of 
every step in the operations of the 
selected department. This study 
should include step-by-step detailed 
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flow-process charts, the timing of 
each operation, and analysis of the 
elements of storage, transportation, 
and processing. Such a study should 
also provide you with complete 
knowledge of the costs of every opera- 
tion, particularly those linked with 
other departments. This information 
will be of essential value in compar- 
ing the costs of automatic processing 
with the costs of your present opera- 
tions. 

The second important step in pre- 
paring for automation is learning the 
capacities and costs of every type of 
automatic equipment which might be 
applied to the operations in the de- 
partment being studied. There are 
endless sources of such information, 
including the free schools provided 
by most of the important machinery 
manufacturers. 

The periodic processes of thor- 
oughly charting existing production 
steps will reveal improvement possi- 
bilities which in themselves will pay 
for the effort expended, while the 
simultaneous study of the latest 
cost-saving mechanization techniques 
being used in your industry will pre- 
pare your managers and supervisors 
for the practical application of elec- 
tronic equipment when it is available 
for your business. 

Before you go ahead with any in- 
stallation of automatic equipment, be 
sure you are aware of your objectives 
in making the change. If your ob- 
jective is lower cost, you should 
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apply the capacity and costs of the 
equipment you are proposing against 
the cost of the reports, product, and 
information produced by your exist- 
ing operation. If your objective is 
faster reporting, match under test 
conditions the theoretical speed of 
the proposed equipment in producing 
your present reports against your 
present setup. If your objective is 
additional information in greater de- 
tail, match your requirements against 
the capacity of the available equip- 
ment. Your over-all objective is most 
likely to be a better product made 
faster and cheaper, and you will want 
to plan and test an integrated opera- 
tion with each objective assigned its 
proper priority. 

In estimating the time and expense 
involved in any proposed routine, be 
sure to allow for unforeseen con- 
tingencies. You should also develop 
a time and expense schedule for in- 
stalling the new process, again allow- 
for every eventuality. Make certain 
that the costs of the conversion are 


The Cost of Prolonged 


Atmost $2 BILLION in production 
time is lost every year through the 
prolonged illness and absence of em- 
ployees, according to a five-year study 
of nonoccupational illness recently 
completed by the Research Council 
for Economic Security, Chicago. 
Moreover, employees themselves lose 
13 per cent of their annual income 
—a total of $800 million—in lost 
wages and medical expenses. 
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not merged with the operating costs 
of the department being converted, 
but are treated as part of the costs of 
the equipment itself. When you start 
your actual change-over, manage- 
ment will not object to big increases 
in expense as long as it has approved 
them beforehand. During the conver- 
sion, regular reports to management 
of costs against budget and progress 
against time schedule will strengthen 
its confidence in the operation. In 
making the change-over, you will be 
on firm footing if your operating 
people have participated in the de- 
velopment of your expense estimates 
and are behind them, if the payoff 
period for the change is in line with 
your regular accounting practices, and 
if you have properly explained the 
problems and costs of conversion to 
your superiors. 


a William Eustis. 

A PRIMER TO THE 
AUTOMATIC OFFICE (Automation 
Management, Inc., 

Westboro, Mass.). 


Illness: A New Study 


Financed by grants from private 
industry, the study covered 193,856 
employees of 145 firms in both manu- 
facturing and nonmanufacturing in- 
dustries. Size of the firms ranged 
from under 500 to more than 5,000 
employees. 

Prolonged illness—defined as last- 
ing more than four weeks—annually 
affects 39 employees out of every 
1,000 on the payroll. Of the em- 
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ployees studied, 6,201 had prolonged 
illnesses with an average duration of 
10.9 weeks. 

The cost of prolonged illness- 
absenteeism to the nation, to industry, 
and to individuals reaches into the 
billions. The study disclosed the fol- 
lowing estimated costs of prolonged 
illness among the current population 
of 52.4 million non-farm workers: 

«More than $1 billion paid out 

in sickness compensation and 
paid sick leave. 


«Medical costs of $700 million, 
of which $266 million is medi- 
cal payments by workers. 


cA total of 2,043,600 cases of 
prolonged _illness-absence per 
year. 


«An equivalent annual produc- 
tion loss of 453,000 full-time 
workers, averaging out to 8.6 
workers per 1,000 on the pay- 
roll. 

The principal impact of prolonged 
illness-absence upon the worker is 
the loss of earnings for the period of 
absence, the Council reports. The 
gross wage loss represents 68 per 
cent of the total prolonged absence 
cost. For the average absentee in the 
study, the total net cost after pay- 
ment of group plan benefits (medical 
care, sickness compensation, and sick 
leave) was equivalent to 13 per cent 
of his normal earnings. 

To meet medical costs of prolonged 
illnesses, almost 41 per cent of the 
employees surveyed drew on savings 
that had been intended for the pur- 
chase of a house, a car, or some 
major household appliance, such as 
a refrigerator or washing machine. 
Presumably, there were that many 
fewer houses, cars, or appliances pur- 
chased. About 19 per cent stated 
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that they arranged to pay their bills 
—hospital, doctor, clinic, etc.—on a 
deferred or installment payment 
basis. Sixteen per cent borrowed to 
pay their debts. 

The study’s findings showed that 
the incidence of prolonged _illness- 
absence increases with age: the 55- 
64 age bracket included six times as 
many prolonged illnesses as _ the 
youngest group, 14-24. In other 
words, it is the experienced workers, 
whose skills can least be spared, who 
are most often absent for long periods 
of time. 


Some of the study’s other findings: 


« The rate for production workers 
was higher than for salaried 
workers, the former being 44 
per 1,000 and the latter 30 per 
1,000. 


« Women, with a rate of 51 per 
1,000, had more prolonged ill- 
nesses than men, whose rate was 
32 per 1,000. 


« Nonmanufacturing industry had 
a higher rate (43 per 1,000) 
than manufacturing industry 
(35 per 1,000). 

«Prolonged illness accounts for 
35.3 per cent of all time lost 
from the job because of illness, 
and 60 per cent of the time lost 
during all absences of one week 
or more. 

« Hospital care was needed by 75 
per cent of the cases, and the 
average hospital stay was 2.5 
weeks. Fewer than half needed 
surgical treatment. 


In terms of individual loss, gross 
average costs were $717 in lost wages 
and $342 in medical costs. Average 
net wage loss was $323, or 9.3 per 
cent of income, while average net 
medical cost was $129, or 3.7 per 
cent. The study showed medical 
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costs to be higher for men than for 
women, higher for older workers, and 
higher as the income level rose. 
Hospital charges comprised 51.7 per 
cent of total medical costs and 
physicians’ fees 38.5 per cent. 

These figures point up certain in- 
equities in present benefit provisions, 
according to the Council. It notes, 
“Almost 71 per cent of the benefits 
go for hospitalization and a little over 
24 per cent for surgical care. That 
leaves only 5 per cent for physicians’ 
fees, for other than surgical care, for 
nursing services, and for all the other 
auxiliary needs. As a result, the 
present benefits succeed in meeting 
80 per cent of the hospital charges 
and 61 per cent of the surgeons’ fees, 
but only 16 per cent of all the other 
charges. The total accomplishment 
of the group plan benefits is 62 per 
cent of the total gross medical care 
costs.” 





Of the workers surveyed who suf. 
fered from prolonged illnesses, 23.6 
per cent were affected by various 
ailments of the digestive system, such 
as appendicitis and ulcers. Diseases 
of the circulatory system were next 
with 12.9 per cent of the cases, while 
accidents, poisonings, and _ violence 
accounted for 11.1 per cent. 

“Whenever and wherever illness 


strikes, it is costly,” the study con- 


cludes. “When the illness is serious 
and the period of disability prolonged, 
particularly for the wage earner— 
faced with both the loss of income 
and the medical care cost—the finan- 
cial burden may well be insurmount- 
able. Occurring in any number, this 
becomes a serious problem for the 
employer, for the community, for 
the nation. With these cases multi- 
plied by the thousands across the 
nation, we indeed are faced with a 
basic social security problem.” 


New Highs for Group Life Insurance 


GROUP LIFE INSURANCE PURCHASES by workers in American industry 
reached a record high in 1956, according to a recent Institute of Life In- 
surance report cited by the Journal of Commerce. Purchases in 1956 
totaled almost $12.5 billion—$3.1 billion more than the preceding year 
and $5.9 billion more than was purchased in 1954. 

In addition, nearly $5 billion of group life insurance was added through 
increases in group plans already in effect at the beginning of the year. 
This brought the total group life insurance in force at the end of 1956 
to an estimated $119 billion under some 36 million individual certificates. 
This record figure, $18 billion higher than the 1955 total, is more than 
the total life insurance of all kinds in effect in 1940. 

Today, more than 60 per cent of all civilian nonagricultural workers 
are covered by group life insurance. About 100,000 contracts are now in 
force. Benefit payments under group life contracts have increased sharply 
in recent years. The death benefit total in 1956 was about $625 million, 
up some $75 million from the previous year. 
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Can Productivity Keep Pace With Costs? 


THE RATE OF RISE IN PRODUCTIVITY, which slacked off in 1956, is 
causing concern among business men and furrowed brows in the Labor 
Department, Financial World reports. Output per man-hour for produc- 
tion workers rose between 3 and 3.6 per cent a year from 1947 to 1953, 
and it zoomed up at a rate of about 4.5 per cent annually between 1953 
and 1955. But the rate of increase in 1956 appears minimal—from 1 to 
2.5 per cent, depending on which of various production estimates are 
used. Based on the entire private noragricultural economy, there was an 
average annual gain of about 3.5 per cent from 1947 to 1953, a rise of 
3 per cent per year in 1954 and 1955, and practically no increase in 
1956. Yet wages and other costs continued to rise. 

If this sets a pattern for future years, it will be a serious threat to 
U.S. economic stability. Workers’ pay is sure to rise this year; boosts rang- 
ing up to 4 per cent are assured by long-term collective bargaining pacts 
that have already been signed. If efficiency does not rise in proportion, 
managements will be faced with the hard choice of raising prices (and 
risking lost sales) or reducing profit margins (and chancing lower earn- 
ings). 

One possibility brightens the prospect for the future: Productivity 
may resume its upward climb this year, as new plants with automated 
machinery start running at full capacity. 


—Ephraim Kahn in Financial World 3/13/57 


Danger—Workers at Play 


SPORTS MAY BE GOOD FOR WORKERS’ HEALTH, but they also can give 
a company annoying lost-time problems, judging from a study made 
recently by E. I. du Pont de Nemours & Co. The findings showed that 
nearly twice as many of DuPont’s employees get hurt in sports as at work. 
The biggest risk is baseball, while others are basketball, football, 
skating, hunting, fishing, bowling, and boating. Many safety engineers say 
the problem is serious enough to warrant campaigns for off-job safety. 
Even dancing can be dangerous, according to the DuPont study. In 
the past three years, three company employees have been seriously hurt 
at this pastime. 
—Nation’s Business 12/56 





AMA INSURANCE CONFERENCE 


The AMA Spring Insurance Conference will be held Wednes- 
day through Friday, May 8-10, at the Statler Hotel, New York. 
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New Frontiers for Packaging 


IN THE PAST YEAR, packaging has 
made great progress in two directions: 
(1) the removal of more and more 
work from the packaged product be- 
fore it leaves the factory, and (2) 
greater display impact and improved 
self-selling efficiency. 

Looking ahead, it seems likely 
that there will be important new con- 
tributions to these aims this year, 
including: 

«a New types of laminations and 

coatings. 

« More multi-unit packaging. 


« Further improvements in color 
printing and color control. 


« Broader applications for aerosols. 


« Greater packaging use of alumi- 
num in many forms. 


« Lighter-weight glass. 


« Further functional improvements 
in cans. 


« Big-volume use of throw-away 
molded and formed plastic pack- 
ages. 

One of 1956’s distinctively new 
contributions to packaging was the 
cook-in-bag container made of poly- 
ester film. In only a few months it 
has mushroomed into a major type of 
packaging, and recently a_ boilable 
polyethylene film was announced. 
Foil envelopes, foil trays and foil- 
lined cartons are also winning an 
important place for themselves in the 
growing heat-and-eat boom. 

First seen in 1956, the squeeze 
can—combining a polyethylene body 
with metal can ends—is now used 
for at least 24 products, including 
many top-brand liquid detergents and 
insecticide powders. 
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Aerosol entered three new fields 
last year. A cosmetic maker intro- 
duced a_ purse-sized vial that can 
be reloaded from a _ companion 
full-size aerosol can. A pharmaceu- 
tical company came out with the first 
internal medicinal aerosol, an jin- 
halant used for the relief of asthma. 
Finally, a cleanser manufacturer 
initiated the use of aerosol packaging 
for aqueous products with its water- 
based aerosol cleanser. 

Last year saw the first widespread 
use of molded plastics for really big- 
volume packaging, with low-cost, 
light-weight, throwaway containers 
such as injection molded trays for 
tomatoes and expendable cups for ice 
cream. 

The year brought two important 
developments in glass containers: (1) 
announcement of a new design and 
molding technique that can make 
wide-mouth food jars 20 per cent 
lighter with no loss of strength, and 
(2) surface coatings for multitrip 
glass containers which greatly reduce 
their susceptibility to life-shortening 
nicks and scratches. 

Packagers should benefit from the 
1956 advent of a brand new heat- 
transfer method of printing that 
permits low-cost, multicolor decora- 
tion of cellophane and other trans- 
parent bags and wraps. The advan- 
tages of the system include full range 
of colors; flexibility of copy; high- 
gloss, quality appearance; and con- 
siderable simplification of inventory 
demands. 

The gift prewrap won considerable 
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additional acceptance during 1956— 
not only for liquors, but for many 
other items that are or can be sold 
as gifts. 

Industrial packaging also took some 
Jong strides forward during 1956. 
Among the trends was the growing 
use of transparent plastic containers 
to aid in inventorying and speeding 
stock selection and in the handling of 
parts in assembly, construction or re- 
pair jobs. 

Like the consumer packager, the 
industrial packager is devising con- 
tainers that take a lot of work out 
of the product before it leaves the 
factory. A noteworthy example is 
the packaging of electronic parts in 
magazine-type packages for automatic 
feed to machines producing circuit 


panels tor television sets. Another 
excellent example of the “working” 
industrial container is skin packag- 
ing for wire splicers. The electrician 
can stock the splicers in quantity and 
tear them from a strip as needed. 

The multipack method of mer- 
chandising gained substantially in 
1956. Packagers in a number of 
product fields, particularly foods, soft 
goods and personal products, are 
searching for new ways to use carry- 
cartons, bands, and other devices to 
increase handling efficiency and/or 
sales. Many packaging men believe 
multipack merchandising offers a new 
way of penetrating and developing 
markets not served adequately by 
single units. 


w MopERN PACKAGING, 
January, 1957, p. 87:9. 


Can -You Eliminate Assistants? 


DuRING THE PAS% few years, the 
corporate executive has been con- 
fronted with some disquieting ques- 
tions about the way he organizes his 
work and his business. Not the least 
of these has to do with the problem 
of assistants. 

To his dismay, many an executive 
is finding that a formidable variety 
and number of assistants have multi- 
plied on his management roster, ac- 
counting for a disproportionate share 
of both office space and administra- 
tive payroll. As a result, from small 
corporation to large, there has been 
an eager search for a yardstick that 
will enable the executive to determine 
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whether he really needs the aides who 
form his entourage. 

The blunt fact is that the assistant 
is an organizational ambiguity. He is 
assigned work that other agencies 
can perform more effectively. He 
provides artificial support for his 
boss, and he tends to mask organiza- 
tional deficiencies. He is asked to 
play a role that is difficult to define, 
and virtually impossible to fulfill sat- 
isfactorily. 

Because of these negative factors, 
many companies have undertaken 
systematic campaigns to eliminate as- 
sistants. Results obtained by one man- 
ufacturer are typical. Over a period 
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of 10 months, this company trans- 
ferred, shifted and otherwise elimi- 
nated 23 assistants of one kind and 
another, for an annual saving of 
$207,000 in salary costs alone. 

There can be no disputing that the 
harassed executive will frequently 
need help. But he should weigh the 
desirability of the assistant position 
by considering two other possibilities 
as well: specialized staff or line sub- 
ordinates. 

There are two distinct types of 
assistants. The line assistant’s job is 
to help his chief with the entire range 
of his responsibilities and to take 
over the top position when his princi- 
pal is absent. The staff assistant’s 
duties are restricted to providing his 
principal with help on a limited part 
of his responsibilities; he has no 
authority over line positions. 

Specialized staff provides advice 
and help to all parts of the organiza- 
tion on_ specialized functions— 
finance, personnel, law, public rela- 
tions, and so on. Specialized staff has 
two attributes not usually found in 
assistant positions: objectivity and 
technical proficiency. 

Reporting to each executive is his 
own line organization. The principal 
divides the work to be done so that 
each subordinate unit handles one 
part of the total job. The executive 
can delegate operating decisions to a 
line subordinate and can hold that 
subordinate accountable for results. 
He cannot do this effectively with an 
assistant or ‘specialized staff. 

How can an executive determine 
whether it is best to delegate to as- 
sistants, to specialized staff, or to line 
subordinates? Here are some of the 
major factors involved: 
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Assistance with reserved responst- 
bilities. The primary advantage of 
using an assistant to help carry out 
reserved responsibilities is that the 
assistant provides the executive with 
a constantly available, fully com- 
mitted source of help. But these 


. potential advantages are also a source 


of weakness. The executive may 
delegate to his assistant many of the 
important responsibilities that would 
normally go to line subordinates; 
clerical and minor administrative 
work that could be handled by his 
secretary; or technical responsibilities 
that could be performed more effec- 
tively by specialized staff. 

Need for a sounding board. When 
the chief must make a decision, he 
may find it helpful to bounce his 
ideas off an interested and sympa- 
thetic listener. However, lack of 
specialized knowledge on the part of 
the assistant may preclude his offer- 
ing constructive criticism. At the 
same time, he may be so dominated 
by his chief that he tends to “yes” 
rather than to analyze and criticize. 
An even greater shortcoming is that 
to the extent he confides in an as- 
sistant, the executive is almost cer- 
tain to neglect his line subordinates. 

Overcoming organizational and 
personal weakness. An assistant may 
be used to overcome the deficiencies 
of unsound organization or lack of 
managerial or leadership ability on 
the part of an executive. It is difficult 
to argue that a crutch should be taken 
away if it is really needed. But so 
long as a crutch is available, there 
will be little systematic investigation 
of the underlying weakness or at- 
tempt to rectify it. 

Covering the manager's absence. 
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If the executive is absent from the 
job a large part of the time, through 
traveling or being in conference, there 
is a seeming need for an assistant to 
cover home base for him while he 
js away. But usually men of the 
caliber needed have the ability and 
aggressiveness to play the leading 
role themselves; as a result, they find 
the part of the stand-in onerous. 
When absence is unavoidable, the 
manager is better advised to appoint 
a subordinate manager to take over 
temporarily for him, rather than to 
install an assistant. Not only will this 
cut down on salary costs; it will 
provide an unequalled opportunity 
for the subordinate manager to 
shoulder—even if temporarily—the 
full burden of the top spot. 

Training and development. One 
of the most frequent arguments for 
use of assistants is that it offers 
opportunity for training and develop- 
ment. While admirable in theory, this 
assumption seldom proves out in 


practice. The vicarious experience of 
an assistantship may be helpful. But 
it rarely provides the pressures and 
challenges of a management position, 
in which the man with potential is 
called upon to use his own initiative 
and judgment. 

A sound approach to reducing the 
number of assistants in an organiza- 
tion requires, first, an appraisal of the 
abilities and experience of each as- 
sistant concerned, and a review of 
the long-term organization and staff- 
ing plan of the company to identify 
the scheduled openings he is at 
present qualified for or can be de- 
veloped to fill. Appropriate training 
and development programs can then 
be undertaken. Corollary develop- 
mental activities or transfers for in- 
adequate managers, and training pro- 
grams to strengthen subordinate line 
positions, are also indicated. 

su Louis A. Allen. Dun’s REVIEW 


AND MopeErRN INDUSTRY, 
December, 1956, p. 38:6. 














-What Plant Cafeterias Cost Industry: A Survey 


ALTHOUGH COMPANY CAFETERIAS are ordinarily a losing proposition 
from a financial point of view, many companies consider them a neces- 
sary fringe benefit for their employees. Some indication of the cost of 
keeping employees happy through in-plant feeding can be found in a 
recent survey conducted by American Business magazine among 36 com- 
panies ranging in size from 24 to over 3,700 employees. 

In half of these companies, the cafeteria is administered by an outside 
organization. It is handled by a concession in 12.5 per cent of the com- 
panies, and the company runs its own feeding facilities in the remaining 
37.5 per cent of the cases. Outside-operated cafeterias serve an average 
of 3,782 meals per day and lose an average of more than $13,000 each 
year. Company-administered cafeterias, which average 520 meals a day, 
have an average annual loss of more than $20,000. Only the concession- 
operated facilities, which serve an average of 433 meals daily, show a 
profit—an average of $500 a year. 
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Long-Range Sales Planning: 
One Company’s Program 


KNOWING WHERE you want to go 
and planning how to get there is 
very important to any business. It 
is doubly important at Minnesota 
Mining & Manufacturing Co. because 
we are a growth company. Our future 
development, because it involves large 
capital expenditures, large inventor- 
ies, larger sales costs, large research, 
advertising, engineering, and product 
development expense, plus the work- 
ing capital necessary for all of this, 
requires that our long-range sales 
planning be unusually precise. 

Here are some of the techniques 
we use to achieve accurate long-range 
planning. 

First of all, any long-range plan- 
ning must eliminate the element of 
fear—fear of a war, fear of a depres- 
sion, fear of your own ability to make 
your business grow, and fear of 
strikes, storms, or floods and other 
natural disasters. Our long-range plan- 
ning is based on the normal situation, 
but we endeavor to be as flexible as 
possible to cope with any necessary 
changes. 

We are organized on a vertical staff 
and line basis. There are 25 separate 
and largely autonomous divisions of 
our business, each headed by a gen- 
eral manager responsible for all sales 
and profits, and co-responsible to 
staff and our management and ex- 
ecutive committees, and directly to 
our chief officer and president. 

Recently these general managers 
and their division people completed 
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their estimates of expected division 
sales for 1957 and for the five years 
ending December 31, 1961. They 
also completed their 1957 spending 
plans for factory costs, engineering, 
administration, research and new 
product development, sales, advertis- 
ing, and delivery costs. 

Each general manager and his as- 
sistants appeared before our manage- 
ment and executive committees, and 
the president, who is a member of 
both committees, to gain approval of 
their 1957 plans and the expense 
budgets accompanying them. 

Some of our division managers are 
rampant optimists; others exhibit 
various shades of conservatism. Gen- 
erally, the proposals are on the con- 
servative side. Where ultra-conserva- 
tism is evident, these division man- 
agers are guided into an upward re- 
vision of sales and spending, figures, 
while the overly optimistic are 
trimmed down to a more moderate 
sales and operating budget. 

Necessary capital expenditures to 
accomplish the goal are set forth but 
are not approved at this meeting. We 
have separate meetings of our ex- 
ecutive committee to review and 
either approve or modify capital ex- 
penditures or refer them to the board 
of directors for action. Our board 
must approve all capital expenditures 
in excess of $250,000. 

As a result of these meetings, the 
division general manager has his 
sales and spending program approved 
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for the year, but it is subject to re- 
view every three months. 

Our controller’s staff compiles the 
total over-all estimated sales and 
spending figures, which are then 
supplied to our executive committee 
and board of directors. From these 
figures, the treasurer prepares a re- 
port on our expected cash position by 
quarter for the four subsequent cal- 
endar quarters. 

Our general managers also submit 
annually sales forecasts by year for 
the next five years. These are re- 
viewed against over-all economic pro- 
jections and are used in planning 
specific plants or general facilities 
that may be required by the business. 
This information provides the basis 
for division and subsidiary manage- 
ment planning for future expansion. 

It is at this point that our business 
and economic research staff, working 
with each division general manager 
and the staff heads, projects the 


probable capital expenditure, person- 
nel, office space, branch warehouse 
space, and financial needs of the over- 
all company business for the succeed- 
ing five-year period. This report, re- 
vised annually, is utilized by the 
president, the director of sales, the 
finance committee, and the board of 
directors in determining long-range 
operating policy of the corporation. 
It can easily be seen that we place 
great importance on __ long-range 
planning. We strongly believe that 
any company, large or small, which 
now lets the future take care of it- 
self and spends all its time on the 
urgent daily problems of putting out 
fires will find that long-range planning 
will materially lessen the causes of 
these daily crises. 
@ From an address by L. F. Weyand 
(Executive Vice President and 
Director of Sales, Minnesota Mining 
& Manufacturing Co.) 
before the National Industrial 
Conference Board. 


The Billion-Dollar Boom in 
Employee Recreation 


RECENTLY, AN EXECUTIVE at Ab- 
bott Laboratories entered two oil 
paintings—a portrait and a landscape 
—in a Chicago art competition. He 
did the paintings on an Abbott Labo- 
ratories easel in the company’s well- 
illuminated auditorium, using a 
company-paid model for the portrait 
and listening to criticism offered by 
a company-paid professional art in- 
structor. 
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Such industrial recreation activi- 
ties today are a rapidly growing part 
of the employee relations programs 
of about 25,000 companies, accord- 
ing to the National Industrial Recrea- 
tion Association. This year, industry 
will spend over $1 billion providing 
recreation for employees, the associa- 
tion estimates. 

Though employees take part in 
such activities on their own time, 
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most companies help pay the costs of 
equipment and instructors, and also 
provide meeting places and other 
facilities for the employee groups. 
Currently, tens of thousands of 
teams and clubs at industrial plants 
are engaging in or planning activities 


ranging from square dances to bowl-' 


ing meets and from ice-fishing con- 
tests to skin-diving trips. In most 
cases, even when a company may be 
picking up the entire check for the 
activities, it remains far in the back- 
ground, trying to avoid any sugges- 
tion of paternalism. 

It is difficult to measure the bene- 
fits that companies obtain from rec- 
reation programs. But firms that 
sponsor them believe their spending 
is well justified. 

“Many of these off-the-job activi- 
ties not only have a therapeutic value, 
but can actually sharpen or increase 
the employee’s skills,” says Joseph M. 
Bertotti, manager of the public and 
employee relations research service of 
General Electric Co., which has pro- 
grams under way in 130 plants. 

At Ford Motor Co., employee par- 
ticipation in plant activities around 
the country jumped from 286,200 in 
1946 to 1,231,000 in 1954 and an 
estimated 2,156,000 in 1956. Na- 
turally, many of these employee par- 
ticipations represented one employee 
taking part in two or more activities. 

“In the past two years, participa- 
tion has increased about 20 per cent,” 
says a spokesman for National Cash 
Register Co. (Dayton, Ohio). “It is 
estimated that approximately 75 per 
cent of our employees take part in 
one or more aspects of the recreation 
program.” 

This participation is higher than 
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average, because National has been 
promoting recreation among. em- 
ployees since 1891. Adjacent to the 
Dayton factory is a 166-acre park 
and an employees’ country club with 
two 18-hole golf courses and ‘a large 
clubhouse. Approximately 6,000 of 
the company’s 15,000 employees 
hold memberships in the country 
club, which has all the recreational 
facilities of the typical social club. 
A $5 membership fee is charged. 

Problems of the older employee 
get major attention in many recrea- 
tion programs. Often programs are 
established to provide the employee 
with useful activities on retirement. 
Hiram Walker & Sons, Inc. (Peoria, 
Ill.), seeks to interest older employees 
in traveling, music, reading, and 
church affiliation. West Point Manu- 
facturing Co. (West Point, Ga.) has 
a Senior Citizens Club for workers 
of 60 or over. ‘ 

At most companies, employee rec- 
reation programs started as _ sports 
activities. Today, interest in sports 
still is high, but cultural activities are 
gaining popularity at a faster clip. 

Travel clubs also are multiplying 
fast in the industrial field. About 
1,000 companies now have such 
clubs, which conduct weekly or 
monthly programs featuring movies 
and lectures on vacation spots and 
far places. Periodically, vacation 
tours are arranged with the coopera- 
tion of travel and _ transportation 
company agents. These are made 
available to employees at group rates. 

Only 11 per cent of firms with 
recreation programs bear all the costs, 
according to NIRA. Most firms con- 
tribute $1 for every $1 in dues an 
employee contributes as a member 
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of a recreational group. Such groups 
then plan and finance their own pro- 
grams, depending on management 
only for such facilities as meeting 
rooms and ball parks. 

Approximately 50 per cent of com- 
panies with programs hire the services 
of a full- or part-time recreation 
director, says NIRA. In addition, 51 
per cent have facilities of their own, 
such as athletic fields and gymna- 
siums. Some of these facilities are 
elaborate in scope. Ford’s River 


Rouge plant, for example, has a 
16,550-square-foot lounge and indoor 
gun range, eight lighted softball dia- 
monds, two tennis courts, and 25 
horseshoe pits. Riegel Paper Corp. 
(Milford, N. J.) has a clubhouse 
with gymnasium, auditorium, lounge, 
snack bar, six bowling alleys, pool 
tables, hobby. rooms, offices, and an 
apartment for the recreation director. 

= Ray Vicker. 


THE WALL STREET JOURNAL, 
January, 23, 1957, p. 1:2. 


Company Cars—Can Leasing Save You Money? 


THE TIGHT MONEY MARKET is causing industry to take another look at 
the practice of leasing their company cars rather than buying them. Many 
companies find that leasing frees a substantial amount of capital for more 


productive uses. 


Leasing programs, which offer a reliable fleet of quality cars and protect 
the company against fluctuations in the used car market, have been used 
for years by many top-ranking companies. U.S. Steel Corp. and its sub- 
sidiaries, for example, have 1,800 leased cars; Bethlehem, Republic, and 
Jones & Laughlin have about 500 each. The biggest leased fleet in the 
country is claimed by Phillips Petroleum, which has more than 4,000 


cars. 


Companies who lease cars from the more than 700 leasing firms in the 
country can give other reasons for this practice, too. As one company 
puts it: “Many states, in their search for revenue, are looking hungrily 
at large corporations doing business within their borders. We got rid of 
our fleet to get our names off the records of states in which we owned 
no property other than a car.” In addition, others point out that accident 
victims are quick to learn that they have a bargaining advantage when 
their claims are against a corporation easily embarrassed by publicity. 

To avoid these problems, more companies are resorting to an equipment 
trust lease plan, under which cars are operated as though the company 
owned them, but title remains in the leasing firm’s name. The cost of 
such plans, which are limited to users of 35 or more automobiles, is set 
by a flexible formula based on 2% per cent of the vehicle's total capital- 
ized cost and interest. For one of the low-priced three, this amounts to 


approximately $48 per month. 
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—The Iron Age 1/17/57 
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Where the Money Comes From 


MANUFACTURING, MERCHANDISING, AND GOVERNMENT are the three 
largest sources of income in the United States, according to a new study 
appearing in the Department of Commerce’s Survey of Current Business. 
Of total American income, $31 out of every $100 comes from manufac- 
turing; $16.87 comes from wholesale and retail trade, and $11.65 comes 
from government and governmental enterprises. Here are the other sources 
of each $100 of national income, based on figures for the first nine months 
of 1956: 


Agriculture, forestry, fisheries .......... $4.69 
ME SS a5 Ure arose. ed ce’ aia ailon Him dislacele 1.80 
Contract construction ...........020008. 5.37 
Finance, insurance, real estate .......... 9.09 
"WMUNMNUNONNE i Sec ic cece ee cwee 5.00 
Communications and utilities ........... 3.63 
MOIR oo srg So ae wee Sat eee 4% 10.21 
Investments and exports abroad ......... 0.69 


The survey shows that national income in 1956 was $342.4 billion, 
compared with $324 billion in 1955 and $298.3 billion in 1954. The 
largest gain was in income from manufacturing, which rose from $89.6 
billion in 1954 to $106.6 billion in 1956. The other categories also 
showed increases, ranging from 10 to 20 per cent, with the single excep- 
tion of agriculture, forestry, and fisheries. Income from this group of in- 
dustries dropped from the 1954 level of $16.7 billion to $16.1 billion, 
owing in large measure to the drop in farm prices. 

The largest share of national income went to employees; their com- 
pensation amounted to $239.1 billion in 1956, as compared with $206.9 
billion in 1954. Proprietors’ and rental income also rose, from the 1954 
total of $48.9 billion to $50.5 billion in 1956; net interest, which 
totaled $9.7 billion in 1954, reached the $11.4-billion level last year. 
And corporate profits before taxes, which were $33.2 billion in 1954 and 
$40.9 billion in 1955, amounted to $43.4 billion in 1956. 


—Elmer Roessner in Business Today 
(McClure Newspaper Syndicate) 2/8/57 





EVERYBODY WORKS AT OUR HOUSE: If current levels of employment con- 
tinue, the Census Bureau predicts, the 1975 labor force will reach 93.7 
million (as compared with 68.9 million in 1955). The Bureau estimates 
that the percentage of women workers will rise from 1955’s 34.5 per 
cent to over 41 per cent in 1975. It is expected that more married 
women, both with and without children, will continue to work and that 
more women over 45 will be in the labor force. 


—Industrial Relations News (230 West 41 Street, 
New York 36, N.Y.) 11/3/56 
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Smoothing the Road to Automation: 
A Labor View 


ORGANIZED LABOR is not opposed to 
automation. Unions know that im- 
provements in technology mean more 
efficient production, new and better 
products, and—in the long run—an 
improved standard of living and re- 
duced hours of work. But we must 
all face up to the probability of a 
great many social and economic prob- 
lems during the transition to wide- 
spread automation. It is vitally im- 
portant for us to look squarely at 
these problems and try to work out 
potential solutions in advance. 

One major problem arises from the 
fact that it is cheaper to build a new 
plant with automatic equipment than 
to tear down and rebuild an old one, 
and many plants and companies may 
leave their present locations for new 
ones in a different city, state, or even 
region. To ease this problem, we 
should start now to work out effective 
programs of assistance for distressed 
communities. 

Even without company relocation, 
there will still be serious problems in 
the plants and offices which change 
to automation, and here is a real 
challenge to collective bargaining and 
labor-management relations. Effective 
solutions will be easier if management 
gives the union advance notice of the 
change so that there can be joint con- 
sultation and an attempt to work out 
the various problems that may arise. 
A good example of this approach is 
the case of a large Philadelphia com- 
pany which gave the union three 


MAY, 1957 





years’ advance notice of vast techno- 
logical changes. Satisfactory adjust- 
ments were worked out by the union 
and management by the time the 
changes became effective. 

With this kind of cooperation, 
union and management can decide 
ahead of time what to do about lay- 
offs. The union can plan for possible 
changes in the seniority system, which 
may have to be broadened in some 
cases from departmental seniority to 
plant-wide or company-wide seniority 
or even, perhaps, to area-wide senior- 
ity. Advance notice also provides time 
for workers to be retrained for new 
responsibilities and new positions. 

Another important question con- 
cerns the rehiring rights of laid-off 
workers. If a worker is laid off a job 
on which he has 10 years’ seniority, 
what are his rehiring rights in that 
plant? Equally important is the need 
to develop severance pay provisions or 
supplementary unemployment benefits. 

There is another category of prob- 
lems, which I would call “internal” 
problems: the problem of the worker 
who is moved from one job to an- 
other; the problems which arise when 
an entire department or an entire job 
classification is eliminated by the de- 
velopment of a new production tech- 
nique. These changes would neces- 
sitate changes in job titles and wage 
rates, even to the extent of complete 
revision of the company’s job evalua- 
tion formula. 

Another series of problems will 
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arise where incentive wage systems 
exist. With the introduction of auto- 
mated equipment, an individual work- 
er’s contribution to the production 
process is greatly reduced, and there 
is not much sense in continuing an 
individual piece-rate incentive system. 
Here, again, vast changes in the wage 
structure will be needed. Perhaps 
incentive payments will have to be 
eliminated, or perhaps group incentive 
plans will be developed. 

Another serious problem is down- 
grading. Unions believe that this 
problem should be met through re- 
vision of the job-evaluation program 
or by use of red-circle rates by which 
the worker would continue at his old 
wage rate as long as he works for the 
company. Thus, new workers hired 
for that job could start at the lower 
rate, but the veterans would be pro- 
tected from downgrading. 

The older worker faces special prob- 
lems of adjustment, particularly if he 
is in the skilled «r semiskilled class. 
We could perhaps revise our collec- 
tive-bargaining pension plans to per- 


mit the older worker to retire at an 
earlier age if, under certain condi- 
tions, he cannot adjust to the changes 
in technology. Social security laws 
could also be changed to provide for 
earlier retirement. 

With the introduction of automated 
equipment, physical fatigue will prob- 
ably be largely eliminated; but there 
may be a new, serious problem of 
nervous fatigue. One company re- 
cently attempted to reduce this prob- 
lem by rotating workers on their jobs 
from week to week. 

Though the transition to automa- 
tion is a serious challenge to labor- 
management relations, there is no 
reason why we should not come 
through this adjustment period with- 
out any great social cataclysm. A co- 
operative effort by labor, management, 
and government can effectively mini- 
mize dislocations resulting from tech- 
nological change. 


a From an address by Nat 
Goldfinger (Research Dept., 
AFL-CIO) before the Conference on 
Automation, San Francisco. 


Needed: Executives Who Talk Back 


By ANY DEFINITION, an executive 
must possess two important qualities: 
leadership and creativity. Progress is 
made, not by the “me-too” boys, not 
by the conformists, but by the maver- 
icks who are willing and unafraid to 
buck the traditional way of doing 
things. ‘ 

But the current odds in industry 
are stacked against the man who does 
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not hew to the line. The emphasis 
on “the team,” on the group decision, 
tends to isolate the creative man. 
You can see this hemming-in process 
at work in the modern technique of 
the executive conference. When the 
president of a company schedules a 
meeting of his staff for 11 A.M., it 
is a virtual certainty that most of the 
participants will arrive about 10 
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minutes earlier. Purpose: to sound 
each other out on the most popular 
position to take. “How does the boss 
feel about it?” is the question in 
everyone’s mind. 

“I haven’t had a good brawl in a 
conference for years,” sighs an old- 
time executive, who feelingly com- 
plains that “teamwork” has degener- 
ated into “no-think.” 

If conformism were confined only 
to the interactions between boss and 
subordinate, the problem would not 
be quite so alarming. But it goes far 
deeper. In their slavish addiction to 
a “don’t rock the boat” outlook, many 
executives apply this stultifying con- 
cept in their relations with those out- 
side the industrial milieu, turning 
themselves into men of no positive 
stands or opinions. Ask such an ex- 
ecutive what he thinks of his com- 
pany’s new price policy, and like as 
not he'll hem and haw until he has 
checked with public relations. In- 
quire about a new product; he'll side- 
step with “Our marketing boys say 
it’s terrific.” Question him on his 
attitude toward the labor union; he’ll 
merely repeat the corporate version 
of the “party line.” 

One company president, who is 
doing something to shake his staff out 


of its “yes man” attitudes, has ac- 
tually installed a vice president whose 
major role is to non-conform. “If I 
catch him agreeing with anything or 
anyone too often, he’s liable to be 
bounced out,” says this innovator. 
“The function of this man is to 
stimulate critical thinking. At our 
conferences he is a deliberate minor- 
ity, tearing into reports, ideas and 
programs that have the group bless- 
ing. Sometimes he is too darn non- 
conforming. But he has done our 
organization a lot of good. 

“I am also using our bonus plan 
to help encourage non-conformism, 
Last year, for example, one of the 
men in our group threatened to re- 
sign if one of my pet projects (sup- 
ported solidly, of course, by the ex- 
ecutive group) was pu inte effect. He 
got a bigger bonus than those who 
made little effort to find the flaws and 
speak up. I dropped the plan, though 
I still think it’s a good one. But the 
point is that someone had the guts to 
take issue with the solid majority, and 
in the process came up with three 
counter-proposals. That is the sort of 
thing that helps to make a company 
grow.” 


a Lawrence Stessin. 
Forses, March 19, 1957, p. 52:1. 








IMA SPECIAL CONFERENCE 


A Special International Management Association Conference 
on markets and profits abroad will be held Wednesday through 
Friday, May 22-24 inclusive, at the Roosevelt Hotel, New York. 
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Making Charity Painless 


DURING THE PAST five years, employees of Bell Aircraft Corp.’s Niagara 
Frontier Division have given $630,000 to organized charities—all of 
it without the lost time and confusion that often create problems for 
management during plant charity fund campaigns. 

Employees have their own self-administered association to handle the 
collection of funds through a payroll deduction plan and their distribu- 
tion to organized charities. Membership is voluntary, but more than 
90 per cent of all employees belong to the association and have approved 
the checkoff. Payroll deductions total approximately $150,000 a year. 

The charity organization has two sections—one for employees who 
are represented by a union, the other for those who are not. Each section 
designates 10 employee trustees. The trustee apportion the Bell Humanity 
Fund to approved charity agencies on the basis of (1) their demonstrated 
need for funds, and (2) their location. More than 100 agencies have 
benefited, with the share of funds going to any community determined 
by the number of employees living there. 

Everybody seems pleased with the plan: Management likes it because 
work is no longer slowed down several times a year while solicitors and 
drive captains from the work force collect funds from employees in the 
company’s plant and offices. Employees like it because they can give a 
constant amount—say a half-dollar—out of their weekly paychecks dur- 
ing the year instead of an occasional big contribution. And the charities 
like it because they now get more money than they ever did in plant 
and office solicitations. There’s only one possible drawback: the agencies 
feel that they now collect less at the workers’ homes. 

—Business Week No. 1415 


Suiting the Maintenance to the Machine 


DESPITE ITS MANY ADVANTAGES, preventive maintenance can be time- 
consuming and expensive: You don’t get much operating time out of a 
machine if you’re always taking it apart for inspection. 

At General Electric’s Small A-C Motor and Generator Dept. (Schenec- 
tady, N.Y.), instead of a specific unit’s being taken apart, inspected, and 
repaired every six months, the machine is treated according to its per- 
formance history. A history is traced on each piece of equipment, based 
on machine load, frequency of operation, and other factors occurring over 
a considerable period of time. In this way, Maintenance gets a line on 
a machine’s “trouble expectancy.”” Unnecessary routine inspection is either 
minimized or eliminated, yet production equipment is maintained at peak 
efficiency. 

Since performance profiles indicate when inspection or overhaul of 
machines is in order, Maintenance can cooperate with Production in re- 
moving equipment from the line with a minimum loss of production time. 


—J. E. Moncsko in Mill & Factory 3/57 
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Life Span and Working Span: 
A Social Dilemma 


ONE OF THE GREAT paradoxes of our 
time is the simultaneous lengthening 
of the life span and shortening of the 
working span. While exciting news 
is flowing from the laboratories of 
the medical scientists and practition- 
ers, another kind of news is flowing 
from industrial and labor fronts to 
take the bloom off some great achieve- 
ments of medicine. To state it bluntly: 
Of what use is a longer life if it is 
accompanied by a greatly shortened 
working span? 

It is not the fault of medicine, of 
course, that there has been in recent 
years an almost hysterical absorption 
with “security.” But all the pension 
plans and retirement arrangements 
aren't worth the price we are paying 
for them if it means one able-bodied 
person, qualified in every other way, 
self-respecting and eager to work, can- 
not obtain employment after he passes 
the age of 40, or possibly a slightly 
higher limit. The life-span figure, 
large or small, in a sense becomes 
academic in the light of such a de- 
velopment, and all of us had better 
face up to it. 

It would seem humane for insur- 
ance companies to restudy the present 
group life insurance plans which may 
be limiting the hiring of workers in 
their 40’s. It would seem equally 
humane for the various states to re- 
study their unemployment insurance 
and disability compensation laws 
which may deter employers from hir- 
ing older people. It is a recognized 
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fact that older workers take longer to 
recuperate and tend to raise the dis- 
ability compensation rates paid by 
their employers in some states. 

If a plan of state or Federal Gov- 
ernment cooperation could be worked 
out whereby the employer were not 
penalized for this fact of life, he 
might take another view of the em- 
ployee over 40. It would also be hu- 
mane for our leading and most re- 
sponsible labor unions to study this 
problem in relation to the pressures 
now being put on employers for social 
benefits. We might also explore fed- 
eral Social Security cooperation for 
persons who wish to work beyond the 
age of 65, with any possible lessened 
effectiveness offset by the govern- 
ment’s contribution. 

Perhaps the simplest way to lift 
the burden and the penalties from 
the employer of the older workér 
would be to allow a federal corporate 
tax credit based on percentages of 
employees in various age groups—to 
offset, at least in part, the extra insur- 
ance and other costs derived from 
actuarial accounting. Here is an area 
worthy of our deepest study and 
thought. 

The complexity of this serious sit- 
uation affecting so large a segment of 
our manpower flows from the fact 
that our retirement and pension plans 
are figured on the basis of chronologi- 
cal and not physiological factors. We 
understand what great differences in 
physical and mental power there can 
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be in people of the same age. Yet 
this has been somewhat obscured in 
our social planning. 

The drastic shortening of man’s 
working span brings with it another 
problem. The “trial and error period”, 
which in the past allowed a person to 
try his hand at a few jobs in the hope 
of finding the one he liked best and 
could do best, is now something that, 
in retrospect, seems to have gone out 
with the Model T Ford. Today a 
person’s talents must be channeled 
immediately into the area in which 
he can be most effective, or he is 
sunk. This is a serious dilemma. 

Not only have we confused chron- 


ological and physiological age to the 
detriment of our people, but we still 
are thinking, talking, and acting in 
terms of a youth-oriented society, with 
an unbalanced concentration on the 
needs and aspirations of the young to 
the exclusion of the larger part of our 
population. Until our youth-oriented 
society becomes reoriented towards 
the needs of all people, young and 
old alike—until that is a basic con- 
sideration in all our social planning— 
conditions will worsen rather than 
improve. 


a J. R. Cominsky. 
PERSONNEL JOURNAL, 
January, 1957, p. 294:3. 


Eliminating Rejects Through 
Process Control 


As ANY MANUFACTURER’ knows, 
quality control is more than inspec- 
tion. Squads of inspectors may be 
able to halt almost every defective 
part before it gets into the finished 
product, but a rejected part costs as 
much in labor and materials as a 
sound one. And if a reject does evade 
inspection it will hurt at final testing 
or in the field. 

For this reason, quality control em- 
phasis was shifted significantly at 
A. O. Smith Corp.’s Kankakee Works, 
which produces water heaters and 
furnace-air conditioning units. Inspec- 
tion has been supplemented with 
process control—to stop rejects at the 
manufacturing level, where they are 
bred. On a scheduled and continuous 
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basis, the Process Control department 
tests and regulates critical phases of 
manufacturing to assure high quality 
production at minimum cost. 

The technique has been so suc- 
cessful that company-wide adoption is 
being considered. One instance of suc- 
cess has been in glass-coating water- 
tank shells, a once temperamental 
process. Before process control, the 
shell rejection rate was 17.5 per cent. 
Gradually, manufacturing quirks were 
tamed and the rate was reduced to 4 
per cent—resulting in a savings of 
$3,100 a month in direct labor 
charges. 

At the beginning of the program, 
six process-control men continuously 
checked the glass-coating process. To- 
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day, only two men are needed. As 
the reject rate dropped, standards 
were upgraded, and shells are now of 
higher quality than before control. 

Other attainments of process con- 
trol include a 98 per cent glass-dam- 
age reduction; an $1,100 per month 
saving in repair work through control 
of steel and drawing compounds; and 
many hundreds of thousands of dol- 
lars saved through improved methods 
and better vendor purchases. 

In establishing process control, a 
middle ground must be found where 
controls will show profits. Lack of 
controls can be expensive, but the 
cost of an overly complex control sys- 
tem can outbalance its advantages. 
Quality standards differ with products 
and their individual processes. Thus, 
a rough tool needs fewer control 
points than a kitchen appliance, and 
manual welding fewer than _glass- 
coating. 

The first step in the process-control 
program is writing instruction sheets 
for individual processes and even for 
troublesome fragments of processes. 
Written in language as nontechnical 
as possible and supplemented with 
drawings when needed, an instruction 
sheet offers a step-by-step account of 
how a process should be accomplished; 
how materials and equipment should 
be used; and often how to cure vari- 
ous manufacturing difficulties likely 
to arise. 

Next, control points of a process 
are listed on an inspection sheet for 
use by a process control man. Armed 
with tolerances for each control point, 
the process control man matches these 
against production. He notes produc- 
tion tolerances on his inspection sheet, 
circles tolerances that are off the 
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mark, and notifies departmental su- 
pervision. In his “remarks” section, 
he will indicate what corrective meas- 
ures were taken. 

Process Control cooperates closely 
with other departments in regulating 
processes and evolving methods. This 
cooperation includes advising Engi- 
neering Development and Drafting on 
the manufacturing feasibility of ma- 
terials; setting up specific manufac- 
turing techniques with Methods; and 
developing inspection procedures for 
Quality Control. 

Manufacturing troubleshooting is a 
daily task of Process Control. Though 
the department’s process-instruction 
sheets help operating departments deal 
with common areas of malfunction, 
other difficulties may arise because of 
poor materials, incorrect processing, 
faulty set-up, or off-tolerance ma- 
chines. About one-third of Process 
Control’s total man-hours are devoted 
to this work. Another third go to 
continuous control. 

A major process control cost saver 
is steel control, one segment of its 
vendor materials check program. Min- 
imum requirements were established 
for each product part in terms of 
gauge, surface, chemistry, physicals, 
etc.—and steel must meet these spe- 
cifications. 

On bar charts for each supplier, 
Process Control plots gauges of in- 
coming steel within the limits of min- 
imum and maximum gauge tolerances. 
At monthly meetings, Process Con- 
trol discusses the steel shipments with 
vendors, producing the charts as con- 
vincing evidence. Steel gauges today 
are consistently within tolerances. 

It can perhaps be claimed that a 
Process Control department nibbles 
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off functions from other departments. 
To a limited extent this may be true, 
but all these functions have a common 
purpose — controlling the production 
process to eliminate rejects and im- 
prove efficiency—and they are prop- 
erly being grouped under a centralized 


department. The advantage of process 
control is its single-minded special- 
ization in controlling manufacturing 
processes and materials. 

mE. C. Ploetz, 


Mixx & Factory, 
March, 1957, p. 88:4. 
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Are You Backing Up Your Engineers? 


ONE ASPECT of engineering manpower that is often overlooked in today’s 
frenzied search for qualified engineers is the importance of the qualified 
technician in backing up the engineer—and thus contributing to the 
solution of the current shortage. 

Since 1952, the Soviet Union, observing a decline in the number of 
its technicians because of emphasis on professional education, has put 
steam into a program for getting more graduates from its “technicums,” 
or semi-professional schools. The goal set for 1955—a 35 per cent in- 
crease in technicians over the 1950 level—was exceeded, and it is now 
estimated that Russia’s 3,500 “technicums” are turning out close to a 
million vocationally trained people each year. Today, Russia’s goal in the 
automatic control field is four technicians for each professional engineer— 
and all signs point to fulfillment of this aim. 

Many American industrial firms are also aware of this need for an 
optimum ratio between technicians and engineers. E. Allan Williford, 
president of Link Aviation, says, “We have approximately 120 graduate 
engineers at Link. We also have about 160 trained technicians, not nearly 
enough. We probably should have a ratio of at least three technicians to 
every engineer. Any lower ratio simply means that we’re not getting maxi- 
mum value from our engineers.” 

Here are some engineer-technician ratios in other U.S. companies: 

Westinghouse Electric, Air Arm Division: two technicians to one 
engineer. 

Standard Oil of Indiana: 1.9 technicians per engineer. 

U.S. Steel Co., American Bridge Division: 800 technicians, 700 en- 
gineers. 

Not all companies, however, match the ratios above. A survey by the 
Engineering Manpower Commission of 18 oil and chemical companies, 
for example, showed an average 0.9 technicians per chemical engineer. 


—Control Engineering 12/56 





WE JUDGE OURSELVES by what we feel capable of doing, while others 
judge us by what we have already done. 
—Henry Wadsworth Longfellow 
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NEW WAYS TO SPOT LEADERS. By 
Herbert Harris. Nation’s Business 
(1615 H Street N.W., Washington 6, 
D.C.), February, 1957. Reprints 15 
cents. In walking the tightrope between 
the control he must exert and the con- 
sent he must win, the executive will 
tend to develop into one of five basic 
leadership types, the author observes. 
In this article, he describes these types 
(the bureaucrat, the autocrat, the diplo- 
mat, the expert, and the quarterback) 
and outlines the 14 managerial tasks 
that comprise their daily work. 


ARE LIVING COSTS OUT OF CONTROL? 
By John Kenneth Galbraith. The At- 
lantic Monthly (8 Arlington Street, 
Boston 16, Mass.), February, 1957. 
50 cents. Prices will continue to rise, 
predicts the author, because the only 
effective anti-inflation device—direct 
controls on wage and price increases— 
is ideologically unacceptable in peace- 
time. Maintaining that only drastic in- 
creases in taxes can effectively curb 
spending and that the current tight 
money - policy has demonstrated its 
inability to hold down the wage-price 
spiral, he recommends that monetary 
and fiscal controls be equipped with 
“new teeth.” 





EASIER PATHS TO OVERSEAS PARTNER- 
SHIPS. By Mitchell Gordon. Com- 
merce (1 North LaSalle Street, Chicago 
2, Ill.), March, 1957. 35 cents. An 
increasing number of American firms 
are reaping benefits from licensing agree- 
ments under which they supply foreign 
corporations with patents or technical 
assistance, the author observes, pointing 
out that West Germany alone returned 
an estimated $200 million in royalties 
to U.S. concerns during the past year. 
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In this article, he describes licensing 
agreements and the benefits. they may 
provide, including the acquisition of 
foreign patents and processes, increased 
sales of component parts or of finished 
products that complement the licensee’s 
line, and sales of machinery and equip- 
ment that the licensee will need to pro- 
duce the patented product. 


BUSINESS SITS FOR ITS PORTRAIT. 
Business Week (330 West 42 Street, 
New York 36, N.Y.), February 2, 1957. 
25 cents. A growing popular interest 
in the business world and a more sym- 
pathetic public image of “big business” 
are among the reasons for the increase 
in the number of corporate histories 
that are being written today, according 
to this article. The author discusses 
how much such a history costs and 
methods of finding a publisher, and he 
reports that an increasing number of 
companies are commissioning top-flight 
writers or historians to present a com- 
plete and accurate history, rather than 
a mere glorification of the company’s 
past. 


MEN WANTED: $25,000 A YEAR. By 
Max Gunther. The Saturday Evening 
Post (Independence Square, Philadel- 
phia 5, Penna.), February 23, 1957. 
15 cents. Once handled largely by 
management consultant firms and em- 
ployment agencies, executive recruiting 
has become a separate and distinct pro- 
fession since the end of World War II. 
In this article, the author describes the 
background and methods of operation 
of a New York recruiting firm which 
is one of the largest of the esti- 
mated 15 or 20 such companies now 
operating in this country. 
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THE BIG BID FOR INDUSTRY. By Blake 
Erlich. Newsweek (Broadway and 42 
Street, New York 36, N.Y.), February 
11, 1957. 20 cents. The continuing 
expansion and diversification of Ameri- 
can industry, with the consequent need 
for new plant sites, has fostered an 
intense competition among the states for 
a share of the new investment, the 
author reports. In this article, he re- 
views the already greatly altered indus- 
trial map and describes some of the 
lures—among them tax benefits and 
easy financing—that various states are 
offering in an effort to attract industry. 


HOW EXECUTIVES INVEST THEIR 
MONEY. Fortune (9 Rockefeller Plaza, 
New York 20, N.Y.), February, 1957. 
$1.25. Because their investment goal is 
security for family or for old age, most 
business men typically buy stocks for 
the long haul without any great con- 
cern about short-term market fluctua- 
tions, according to this report, which 
surveys a wide variety of executive in- 
vestment portfolios. The average execu- 
tive investor holds stock in his own 
company, favors the stock of “growth” 
companies, and has no investment in 
real estate other than his own home. 


INDUSTRIAL RELATIONS 


THE ROLE OF A CONCILIATOR IN 
LABOR-MANAGEMENT DISPUTES. By 
Kenneth M. McCaffree. Pacific North- 
west Business (College of Business Ad- 
ministration, University of Washington, 
Seattle 5, Wash.), April, 1957. 50 
cents. Conceding the ill-effects of in- 
dustrial conflict, the author holds that 
nevertheless, strikes and lockouts often 
produce positive social gains by resolv- 
ing controversies, reducing tensions, in- 
creasing productivity and _ protecting 
workers from domination by either em- 
ployer or union. Industrial conflict can 
best be reduced, he believes, through 
the maintenance of social mobility, pre- 
vention of serious business recessions, 
more clearly defined bargaining pro- 
cedures, and more stable relationships 
between union members and_ their 
leaders. 


HOW TO REDUCE YOUR LABOR TURN- 
OVER IN BOOM TIMES. By Donald J, 
Wood. Mill & Factory (205 East 42 
Street, New York 17, N.Y.), February, 
1957. 60 cents. Labor turnover, always 
higher in periods of prosperity, causes 
operating and administrative expenses 
that may not be fully recognized by 
companies that do not maintain adequate 
turnover records, the author says. In 
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this article, he lists nine of the most 
important causes of labor unrest and 
turnover and suggests approaches to the 
solution of these problems. Also included 
is a check list designed to help the in- 
dustrial manager determine weak spots 
in his company’s personnel and indus- 
trial relations policies and programs. 


BETTER BUSINESS RELATIONS THROUGH 
EMPLOYEE MEETINGS. U.S. Chamber 
of Commerce, U.S. Chamber Building, 
Washington 25, D.C. 50 cents. A con- 
cise but reasonably thorough discussion 
of the benefits, uses and mechanics of 
one of the most important employee 
communications devices. Along with 
numerous illustrations, planning tips, 
and examples from company practice, 
this booklet offers a selected bibliogra- 
phy on conference techniques and ap- 
plications. 


HE RUNS A WHITE-COLLAR UNION. 
By Paul F. Healy. The Saturday Eve- 
ning Post (Independence Square, Phila- 
delphia 5, Penna.), March 16, 1957. 
15 cents. Under the energetic leader- 
ship of James Suffridge, an articulate, 
conservative-minded Republican, — the 
Retail Clerks International Association 
(AFL-CIO) has grown 300,000-strong 
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in the face of traditional white-collar 
resistance to unionization, reports the 
author. He points out some of the 
problems of bargaining with thousands 
of stores having different price, wage, 


and hour patterns within their com- 
munities and of having a heterogeneous 
membership ranging from small-town 
ribbon clerks to high-commission auto- 
mobile salesmen. 


OFFICE MANAGEMENT 


IS YOUR OFFICE MANUAL OUTDATED? 
By F. C. Minaker. American Business 
(4660 Ravenswood Avenue, Chicago 
40, Ill.), March, 1957. 35. cents. 
Automation, work simplification, and 
improved paperwork methods have 
caused drastic changes in office pro- 
cedures, making many office manuals 
hopelessly obsolete, says the author. He 
offers some useful suggestions for re- 
vising an old manual or creating a new 
one, emphasizing that best results can 
be achieved by inviting employee par- 
ticipation in the project. 


HOW RAP-IN-WAX IMPROVED AC- 
COUNTING OPERATIONS WHILE LOW- 
ERING COSTS. By P. M, Grieve. Office 
Management (212 Fifth Avenue, New 
York 10, N.Y.), February, 1957. 45 
cents. Slowed down by an unwieldy 
combination of archaic manual records 
and punched-card accounting, the Rap- 
in-Wax Paper Co. (Minneapolis, 
Minn.) integrated its accounting opera- 
tions into one effective, economical sys- 
tem utilizing simplified procedures to 


record basic data and make timely, in- 
formative reports. The author describes 
the outstanding features of the revised 
system, which uses two accounting 
machines to handle. all sales record- 
keeping and reporting; manufacturing, 
administrative and sales department 
expense accounting; and preparation of 
accounts payable, payroll, and general 
ledger work. 


HOW TO MAKE YOUR FORMS SIMPLE, 
EFFECTIVE, ECONOMICAL. By George 
Bick. Office Management (212 Fifth 
Avenue, New York 10, N.Y.), March, 
1957. 45 cents. Individually, office 
forms cost very little, the author says, 
but collectively they represent a heavy 
company expense. This article describes 
ways to keep the cost of forms as low 
as possible by utilizing the most effi- 
cient processes for composition and 
presswork and gives some useful tips on 
preparing forms and specifications, de- 
vising numbering systems for forms, and 
issuing instructions for the use of the 
completed forms. 
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HOW TO CONTROL PLANT NOISE. By 
G. G. Carr. The Iron Age (Chestnut 
and 56 Streets, Philadelphia 39, 
Penna.), February 21, 1957. Reprints 
gratis. With excessive noise costing 
business $4 million a day in efficiency 
loss, and claims for occupational hear- 
ing loss already topping $2 billion, 
comprehensive noise control programs 
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are increasingly necessary, the author 
says. In describing some ways in which 
the noise problem can be reduced, he 
puts particular stress on the importance 
of employee-hearing examinations. 


1957 PRODUCTION PREVIEW. Ameri- 
can Machinist (330 West 42 Street, 
New York 36, N.Y.), January 28, 
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1957. 50 cents. This review contains 
capsule descriptions of all new ma- 
chines, equipment, materials, and parts 
described in American Machinist during 
1956. The manufacturer of each item 
is listed, and the date of the issue con- 
taining a more complete description is 
included for those who want additional 
information on any product. Illustrated. 


LIGHT FOR INDUSTRY: A NEGLECTED 
PRODUCTION TOOL. Manufacturing 
and Industrial Engineering (1450 Don 
Mills Road, Ontario, Canada), January- 
February, 1957. $4.00 a year. A dis- 
cussion of the factors of good illumina- 
tion, both natural and artificial, and 
the criteria for judging it. Illustrated 
with examples taken from Canadian 
industrial firms, this section is designed 
to assist manufacturers in raising pro- 


ductivity, morale, and efficiency through 
the most effective use of lighting. In- 
cluded is a useful chart of the levels of 
illumination recommended for various 
types of tasks. 


NEW MULTIPLE-SAMPLING PLAN FOR 
QUALITY CONTROL. By Richard M. 
Jacobs. American Machinist (330 West 
42 Street, New York 36, N.Y.), Feb- 
ruary 11, 1957. 50 cents. This article 
describes a cost-saving system for ad- 
ministering multiple-sampling  inspec- 
tion, which the author believes is the 
most economical of all the commonly 
used sampling techniques. He tells how 
more efficient quality control can be 
achieved through the use of explicit in- 
spection instructions, standard weight- 
ing factors, and accurate records of 
recurring defects. 


MARKETING MANAGEMENT 


HOW TO PREPARE AND DISTRIBUTE 
CATALOGS. Industrial Marketing (200 
East Illinois Street, Chicago 11, IIl.), 
March, 1957. 25 cents. This special 
section should be useful to any com- 
pany interested in boosting the sales 
pull of its industrial catalogs. Featured 
are articles on (1) getting customers’ 
suggestions for improving catalogs; (2) 
designing catalogs for maximum selling 
effectiveness; (3) using the Dewey 
decimal system to coordinate catalog 
information with salesmen’s price and 
data sheets; (4) using catalog files to 
get waste-free catalog distribution; and 
(5) turning out better distributor cata- 
logs. 


MARKETING COSTS: WHAT RATIO TO 
SALES? By Dale Houghton. Printers’ 
Ink (205 East 42 Street, New York 17, 
N.Y.), February 1, 1957. 25 cents. 
The tables accompanying this report 
show what percentage of their sales 
93 companies spend on each of four 
types of marketing activity: advertis- 
ing, sales promotion, market research, 
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and selling. The figures indicate that 
in marketing consumer goods companies 
spend more on advertising and sales 
promotion—but less on actual selling 
—than when they are marketing indus- 
trial goods. 


SELLING TOMORROW'S MARKET. By 
Philip Gustafson. Nation’s Business 
(1615 H Street N.W., Washington 6, 
D.C.), February, 1957. Reprints 35 
cents. Basic approaches to selling in the 
American market are changing, the 
author says, and business is applying a 
new point of view that begins and ends 
with the customer. This article discusses 
the over-all concept of marketing, the 
research tools used to measure the mar- 
keting effort and make it more effective, 
and the place of the sales force in the 
new marketing concept. 


YOU CAN DO SOMETHING ABOUT 
THE WEATHER. By John E. Wulp. 
Printers’ Ink (205 East 42 Street, New 
York 17, N.Y.), March 15, 1957. 25 
cents. More and more companies are 
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making use of long-range weather pre- 
dictions in determining their marketing 
strategy, says the author, pointing out 
that abnormal weather can often wreak 
havoc with sales of many types of prod- 
ucts, from air conditioners to paper 
cups. He tells how companies are using 


FINANCIAL 


FINANCING STOCK PURCHASES BY 
EXECUTIVES. By V. Henry Rothschild. 
Harvard Business Review (Soldiers 
Field, Boston 63, Mass.), March-April, 
1957. $2.00. Although a well-planned 
stock-option arrangement can be of real 
benefit to both the company and the 
individual executive, many programs 
work out badly because the executive 
lacks the cash needed to buy the stock, 
maintains the author. He suggests some 
ways in which a company can help its 
employees purchase stock, such as 
arranging bank loans, providing financ- 
ing itself, or making direct contributions. 


A GUIDE TO THE FEDERAL GOVERN- 
MENT’S INDEXES OF WHOLESALE 
PRICES. By Lawrence J. Kaplan. The 
Analysts Journal (444 Madison Avenue, 
New York 22, N.Y.), February, 1957. 
$1.50. Although the government’s 
wholesale Price Index is not a perfect 
measure of the over-all price level, it is 
the most useful guide to price move- 
ments available to business men, main- 
tains the author, pointing out that the 
index can be used as (1) a barometer 
of business conditions; (2) an aid in 
contract escalation; and (3) a means of 
stabilizing the purchasing power of the 
business dollar. The procedures used by 
the Bureau of Labor Statistics to collect 
and classify wholesale price data are 
comprehensively described. 


SETTING EARNINGS STANDARDS FOR 
DECENTRALIZATION OPERATIONS. By 
John W. D. Wright. The Controller 
(2 Park Avenue, New York 16, N.Y.), 
February, 1957. 60 cents. In the 
author's opinion, “return on total assets” 
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meteorological forecasts to guide them 
in correlating their advertising programs 
with the weather, adjusting goods ship- 
ments and planning production sched- 
ules. An accompanying feature describes 
the services available from the Weather 
Bureau and private organizations. 


MANAGEMENT 


is a more effective basis for evaluating 
the future profit performance of an 
operating division than the traditional 
method of “return on net assets.” He 
offers some concrete examples of how 
“return on total assets” can be used to 
set divisional and subsidiary earnings 
objectives, determine goals for specific 
product lines, and evaluate proposals 
for capital expenditure. 


CREDIT RESTRAINT: APPRAISAL AND 
OUTLOOK. By Raymond Rodgers. Bank- 
ers Monthly (P.O. Box 7600, Chicago 
80, Ill.), February 15, 1957. 50 cents. 
Although many business men _ are 
blaming the Federal Reserve’s credit 
policy for the tight money situation, the 
author believes that Reserve restrictions 
have been relatively mild and that it is 
primarily the unprecedented demand 
for money that has tightened the sup- 
ply. He cites the fact that the money 
supply has actually gone up in the past 
year and points out that there are many 
restrictions and limitations on credit 
expansion other than Reserve policy. 


SURVEY OF CURRENT BUSINESS—AN- 
NUAL REVIEW NUMBER. (Superintend- 
ent of Documents, U.S. Government 
Printing Office, Washington 25, D.C.), 
February, 1957. 30 cents. This annual 
review, published by the Department of 
Commerce, features an over-all view of 
the patterns of economic expansion in 
1956. Separate sections analyze spe- 
cific areas of economic activity: national 
income and output, financial develop- 
ments, trends and developments in pro- 
duction and trade, and foreign business 
expansion. 
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MAKING THE MOST OF COMMITTEES. 
By Scott Nicholson. Research & Engi- 
neering (77 South Street, Stamford, 
Conn.), March, 1957. Reprints gratis. 
Despite the feeling of many executives 
that it is cumbersome and inefficient, 
the committee system is being used more 
and more in R & D management, says 
the author. He points out some limita- 
tions and misuses of the committee meth- 
od and suggests that full value can be 
gained from committee meetings by (1) 
encouraging participation; (2) prepar- 
ing a carefully thought-out agenda in 
advance; (3) setting a time limit; and 
(4) fixing responsibility for follow-up. 


HOW TO STRETCH A MODEST BUDGET 
TO FIT PRODUCT RESEARCH NEEDS. 
By Joseph K. Wexman. Commerce (1 
North La Salle Street, Chicago 2, Ill.), 
March, 1957. 35 cents. For the smaller 
company that cannot afford its own 
research laboratory, the author suggests 
some alternative ways in which it can 
take advantage of technological devel- 


RESEARCH AND DEVELOPMENT 


opments. These include: (1) retaining 
a patent research agency to report on 
new patents in the company’s field; (2) 
hiring a college scientist to serve as 
research consultant; and (3) making 
use of the byproducts of big-company 
research. 


THE WONDERFUL WORLD OF CHARLES 
F. KETTERING. By T. A. Boyd. Look 
(488 Madison Avenue, New York 22, 
N.Y.), April 2, 1957. 15 cents. This 
article recounts the achievements of the 
inventive genius who as director of 
General Motors’ research laboratory 
guided the development of high-com- 
pression auto engines, Ethyl gasoline, 
and the Diesel engine. Much of “Boss” 
Kettering’s highly individualistic philos- 
ophy is cited, including his distrust of 
strictly formal engineering education 
and his belief that there is only one way 
to run a research laboratory: give it no 
responsibility or authority, and don't 
hold it accountable for the money it 
spends. 


INSURANCE MANAGEMENT 


UNDERSTANDING THE PROBLEMS OF 
BAILOR-BAILEE INSURANCE. By Gerald 
E. Myers. Rough Notes (1142 North 
Meridian Street, Indianapolis 6, Ind.), 
March, 1957. 50 cents. The trend to- 
ward decentralization and specialization 
in industry has resulted in a vast in- 
crease in the number of bailment situa- 
tions, which previously involved primari- 
ly the so-called professional bailees— 
carriers, warehousemen, etc. When spe- 
cialty manufacturers process raw mate- 
rials or partly finished: stock supplied 
by a prime contractor, a bailment is 
created, but the author points out that 
little thought is given to the question of 
“risk of loss” or to any express agree- 
ment as to the liability of the bailee. 
This article discusses some methods of 
eliminating these problems and outlines 
insurance coverage that is available. 
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THE VARIABLE ANNUITY—A NEW 
HORIZON IN LIFE INSURANCE. By 
Ben B. Sutton and Arthur C. Williams. 
Northwest Insurance (National Build- 
ing, 529 Second Avenue South, Minne- 
apolis 2, Minn.), March, 1957. 20 
cents. This discussion of the elements 
involved in the current controversy over 
the variable annuity points out the ad- 
vantages of this device as a hedge against. 
loss of the policyholder’s buying power 
and outlines some of the problems that 
would result from widespread accept 
ance of this concept by insurance 
companies. The article describes some 
workable alternative plans, based on a 
combination of variable and fixed-dollar 
annuities, which are now in effect and 
which the authors expect to become 
more important in the future. 
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Business 
War Games 


for Executives 


A New Concept in Management Training 


@ Franc M. Ricciardi 
AMA Vice President in Charge of Divisions 


ALL oF us IN INDUSTRY TODAY live in the midst of a sea of 
information. Unlike the business man of a few decades ago, who 
was often obliged to make crucial operating decisions on the basis 
of wholly inadequate data, the present-day executive almost always 
has available a formidable quantity of facts and figures upon which 
to draw. 

Although he is therefore in a far better position to develop a 
rational attack on a business problem, his job has taken on a new 
dimension of complexity. No longer can he afford to rely on hunch 
or intuition. Successful executive performance today requires a 
highly developed ability to select and extrapolate from a massive 
accumulation of facts the relatively few pertinent data that con- 
stitute the crux of a problem. Analytical ability seasoned by experi- 
essential than ever in decision-making. Yet it has remained costly 
and difficult to acquire. is 

Most executives learn decision-making by practicing it on the 
job. But this has its limitations. Few specialists, for example, ever 


MAY, 1957 45 










have the opportunity to make decisions on an over-all company 
basis. In many organizations only the president is in a position to 
view the company as a whole. Often he alone is really aware of 
the relationships among its parts and in a position to appreciate the 


organization's role in a larger society. And even the president, ' 


usually himself an ex-specialist, sometimes has difficulty making 
what Lawrence A. Appley, President of the American Management 
Association, has called the “vital shift.” 

In theory, of course, a skilled decision-maker should be capable 
of applying the same selective and analytical techniques even to 
relatively unfamiliar material. oa to train such decision-makers 
and how to equip them with the breadth of vision on company 
operations that will enable them to function effectively at higher 
levels of decision are central problems in management developmen 
Traditional training devices—committee work, lectures, mandge- 
ment newsletters—can provide an intellectual grasp of the prob- 
lems involved, but they cannot give a manager personal experi- 
ence of the process by which the elements that enter into a top- 
management decision are selected, analyzed, and applied. Clearly, 
there is a dilemma here: decision-making at the top level must be 
~,experienced to be really understood, but it is extremely difficult to 
simulate in a training situation. 


TOP MANAGEMENT DECISION GAMING 


An original approach to the problem of simulating the decision- 
making process is Top Management Decision Gaming, a training 
device just developed by the American Management Association. 
Basically, it is a business “war game” in which teams of players, in 
direct competition with each other, make the basic decisions of 
the kind that face every top management—and see the results 
immediately. The game is specifically designed to provide con- 
ditions under which a few hours of concentrated decision-making 
under pressure will simulate years of business experience! 

The original concept of the game stemmed from the war games 
conducted by the armed forces. Command officers of the Army, 
Navy, and Air Force have an opportunity in these games, or 
maneuvers, to practice decision-making creatively in a myriad of 
hypothetical yet true-to-life situations. Moreover, they make de- 
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cisions in areas outside their own specialty; a naval communications 
officer, for example, may play the role of a task force commander. 

Why shouldn’t business men have the same opportunity? Why 
shouldn't a vice president in charge of advertising have a chance 
to play the role of company president, for fun and for practice? 
Why not a “war game” for executives?) 

From these questions grew the American Management Associa- 
tion’s new business game. After an exploratory visit to the Naval 
War College, work began at AMA on such a game, to become part 
of an AMA course on decision-making which, in turn, might 
lead to a sort of war college for business executives. A research 
group was formed for the purpose. Headed by the author, it in- 
cluded Clifford J. Craft, now AMA Director of Special Projects; 
Dr. Richard Bellman of the Rand Corporation; and Donald G. 
Malcolm, Director of Operations Research, and Dr. Charles E. Clark, 

th of Booz, Allen & Hamilton. 

The key to the game, it-was decided, was to be a mathematical 
model of business, a group of cause-and-effect formulas that would 
determine the results of each move made by the players. 

So that results could be clearly measurable by the players, it 
was felt that the game should be quantitative, not qualitative or 
directly involving human relations. Except for the role-playing 
element and the inevitable interactions among team members, 
the game was not designed to deal with human values or motiva- 
tions, organizational problems, or anything else in the area of so- 
called humanics. 

The game was to be simple to play, yet realistic (attaining such 
a goal is a real problem in any simulation situation). There were 
to be enough variables to make the play at least approximate 
actual business situations, but not enough to detract from the 
pure decision area by encouraging the players to bring the ground 
rules of their own companies and their own industries into the 
game. On the other hand, i; was not to be a “rule-book” game, 
with voluminous and complitated instructions; a player should re- 
quire no more than an hour’s preparation before he could start. 

The model, developed over the course of a year, has been 
changed half a dozen times in the course of various test runs. 
Results were originally computed on desk calculators. Later, with 
considerable help from International Business Machines Corp., 
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the game was programmed on the IBM Type 650 electronic com- 
puter. This change made it possible to devise a much more realistic 
model that remained simple to operate. All the participants have 
to do to play the game is circle a few numbers or dollar amounts 
and make one addition for each time period. To win, however, 
they must use their heads; they must analyze the situation, using 
true-to-life rules, and make decisions that give the proper weight 
to each pertinent factor. 


HOW THE GAME IS PLAYED 


The model still is being improved. In the form used in the last 
test play, AMA’s Top Management Decision Game works this way: 

Players are divided into five teams, or companies, usually three 
or four to a company. All companies are assumed to be manufac- 
turing the same product, and only that product! 

Each team starts in exactly the same financial position and with 
the same choices available. Each makes a group of investment 
decisions at intervals representing quarters of a year. Taking the 
various interactions of all the companies’ decisions into full account, 
the computer determines the results for each company. These 
results are returned to the teams in the form of quarterly operating 
reports. The computer time, plus card-handling and printing, totals 
less than five minutes. (The object is to see which team can make 
the greatest improvement in its financial position over a period of 
time, such as 10 years or 40 quarters 

The game opens with distribution of the initial operating state- 
ment to the teams (see figure, p. 49). The report lists such factors 
as the company’s total assets, number of units of plant capacity, unit 
cost of production, price of product, opening inventory, cash on 
hand, and percentage of a given market controlled by each company. 
Initially, all these figures are the same for each company. 

Each team is given a fixed amount of time—for example, 20 
minutes—to select and circle its decisions for the quarter coming 
up. From the available alternatives, shown on the data sheet as 
several series of specific sums of money, the team selects the next 
quarter’s expenditures for production, marketing effort, research and 
development, and additional plant investment, and also selects the 
price that they will charge for the product during the next quarter. 
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STATEMENT OF ASSETS 


YEAR O QUARTER © 


ANNUAL STATEMENTS 
vear © 








rota WET cnance | COMPANY! COMPANY 2 Company S company 4 Company 5 
casn $ 4425,000 $23,000 % 4,425,000 $4,425,000 = § 4,425,000 $ 4,423,000 9 4,423,000 
WEN TORY 130,000 win @ $450 $ 675,000 + ° $ 675,000 & 675,000 $% 675,000 $% 673,000 % 673,000 
PLANT INVESTMENT 1,010,000 waits @ $5.00 $ 3,050,000 $30,000 % 5,030,000 $ 3,050,000 $ 5,050,000 $ 3,080,000 $ 3,030,000 









































TOTAL ASSETS 10, 130,000 $10,130,000 $10,150,000 $10,150,000 
INCOME STATEMENT MARKET INFORMATION 

SALES INCOME 900,000 wnits@ $3.00 $4,300,000 company | company 2 company 5 company 4 company 5 
COST OF GOODS SOLD @ OPERATING EXPENSES price $3.00 $ 3.00 $ 300 $ 3.00 $ 3.00 

quer er coeus one ecccqece SHARE OF MARKET 20.00% * . * * 

TOTAL MARKET 4,300, 000 
MARKETING 8 RESEARCH ANO DEVELOPMENT © $ 300,000 coun. omae 000,000 
OTHER (MARKET RESEARCH) $ © $4,350,000 
% 130,000 MARKET RESEARCH REPORT 
OTUER mCOME (PLANT BrSPOSAL) LI ©] TOTAL INOUSTRY MARKETING EXPENDITURE ’ 
WNCOME BEFORE TAXES $ 130,000] TOTAL INDUSTRY RESEARCH @ DEVELOPMENT EXPENDITURE ry 
se FT 75,000 | POTENTIAL SHARE OF MARKET- MAXIMUM MARKETING . 
POTENTIAL SHARE OF MARKET- MAXIMUM PRICE * 
WET INCOME $__73,000 
OPERATING AND DECISION INFORMATION 
i DECISIONS 
(for next period) 
valt COST OF PRODUCTION sees soe sas7 som $40 soe soe soe soe 
yMiTS OF PRODUCTION 720,000 765,000 610,000 655,000 900, 000 918,000 936,000 934,000 972,000 
NECISION ALTERNATIVES 

COST OF PRODUCTION $3,348,000 | $3,326,700 | $3,701,700 | $3,881,700 [184,030,000 || $4,121,800 | $4,193,300 | $4,254,800 | $4,329,400 
ARKETING $ 170,000 | $ 180,000] $ 190,000 |/$ 200,000 || $ 210,000] $ 220,000 | $ 230,000 
RESEARC? @ OLVELOPMENT $ 85,000 s 90,000 | $ 95,000 |/$ 100,000 $ 105,000 8 110,000] $ 115,000 
ADDITIONAL PLANT INVESTMENT ’ ©} % 10,000 | $ 20,000] $ 30,000 ||$ 40,000 |] $ 50,000] $ 60,000] $ 70,000 | $ 80,000 





[MARKET RESEARCH INFORMATION 












































S*COMPETITORS’ SHARE OF MARKET s . ® seu sar war Smear 
WPTOTAL INDUSTRY MARKETING EXPENDITURE NONE $ 3000 | $ 10,000] $ 0,000 |$ 15,000] $ 15,000] $ 20,000] $ 25,000 
A«TOTAL INDUSTRY RES. @ DEVELOP EXPENOITURES 
A*POTENTIAL MARKET SHARE -MAX MARKETING a ° aap 
PoPOTENTIAL MARKET SHARE-MAX PRICE NONE $ 22,300 |$ 22,500 | $ 43,000 
price $ 480 $465 $490 $495 $300 $303 $5.0 $315 $ 3.20 
PLANT DISPOSAL (im unite) NONE 3,000 10,000 
7 ? 5 7 bE} € an e . 
10M 630 REPORT Tanascese | $4423.00 | ' + 








Initial Operating Statement. This report, somewhat different in form from 


that used in the test play described in the text, has been prepared for future 
playings of the Top Management Decision Game. The initial statement is 
identical for all teams; succeeding quarterly operating reports will vary to 
show each team its performance during the preceding quarter. “Market 
Information” and “Market Research Report” areas are blank on this form, 
since the game has not yet begun and the company has not had an oppor- 
tunity to purchase such information. 





The amounts that are available simulate real-life alternatives, tak- 
ing time-lag into account; thus, drastic changes in allocation of 
resources are impossible in the game, as in actual business. The 
expenditure on each factor can vary from the previous quarter's 
by no more than a given percentage, though variations downward 
can be greater than variations upward. 

In addition to making basic decisions, the players can buy market 
research information, if they think it will help them. They also 
can sell plant to raise cash. In each phase, the total expenditures 
for all items must not exceed the amount of cash on hand. 

Normally, the players start by organizing their company. They 
may elect such officers as president, vice president, and controller, 
or they may operate on a committee basis. Usually the player who 
is quickest at figures is selected to make the computations involved 
in estimating the results of pussible moves; each team has a desk 
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calculator for this purpose. A player who is good at graphs and 
charts is frequently assigned to record the quarter-by-quarter prog- 
ress of the company and its competitors in an effort to spot trends. 
To insure a balance of talents and provide interaction of view- 
points, the teams are always composed of both line and staff 
executives. 

At the end of the first decision period, the marked sheets are 
collected and turned over to a key-punch operator. One punched 
card for each team is fed into an IBM 650 electronic computer, 
which, in about two and a half n.inutes, computes the effects of 
every team’s decisions on every other team’s position and punches 
out a deck of output cards. These cards are processed through an 
IBM 407 printer, which prints the quarterly operating report for 
each team. 

| The reports are distributed, and, after reviewing its perform- 
ance during the last quarter, each team makes fresh decisions for 
the next quarter. This procedure is repeated quarter by quarter, 
with a continual shortening of the decision time allowed as the 
players become more familiar with the game. Toward the end of 
the game the period is usually about 10 minutes) 


BASES FOR DECISION-MAKING 


Each company’s progress is charted in a control room. At the 
end of the game, these results are made available to all the players 
so that they can make their own comparisons. (Generally speak- 
ing, the company that ends with the highest total asset figure is 
considered to have won, but no victor is formally proclaimed, 

The computer is programmed with two master formulas, which 
are not revealed to the players. The formulas, though arbitrary, 
are empirical, and the cause-and-effect relationships on which the 
machine bases its calculations are real ones in business. A com- 
pany’s potential share of the market, for instance, is determined 
by its own and the other companies’ decisions on product price, 
marketing expenditures, and research and development expendi- 
tures. Actual share of the market is also affected by the level of 
production, since the company can sell only items it has on hand. 

It is assumed that the higher the price, the less attractive the 
product will be. Other things being equal, a player who raises his 
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price can expect to take a licking in the market unless everyone 
else also raises his. Marketing expenditures also are assumed to 
increase the attractiveness of the product. Marketing in the game 
includes distribution, sales incentive programs, advertising, every- 
thing involved in the marketing effort. Because there are no quali- 
tative factors, everybody’s marketing effort is assumed to be as 
good as everybody else’s. Simply spending more money produces a 
more or less proportional effect. 

Since there is only one product, research and development money 
is directed only toward improving that product and its production 
processes. Spending more money on research and development is 
assumed to work two ways: it increases the attractiveness of the 
product, and it reduces production costs. 

However, both marketing and research and development expen- 
ditures are treated as nonlinear functions; that is, there is a built- 
in saturation factor, so that eventually a point of diminishing re- 
turns is reached. 


SOME OTHER VARIABLES 


The computer arrives at unit cost of production by means of a 
formula involving several factors. One is research and develop- 
ment expenditure. Another is utilization. It is assumed that a 
plant operating at 100 per cent of capacity is operating more effi- 
ciently than it would at 50 per cent of capacity; therefore unit 
cost of production declines as utilization rises. Getting big is also 
assumed to be an advantage, so the size of the operation influences 
unit cost, too. 

Unit cost of production is broken down into fixed and variable 
costs, so there is a minimum below which costs cannot be reduced. 
Fixed costs can be cut only by selling plant, but that reduces size. 
The player who sells plant gets cash, but he is credited with only 
half the price of the same capacity of plant, since his old plant 
is assumed to be less efficient. This is the allowance made for 
depreciation in the game model. As in real life, there is a time lag 
in the sale and acquisition of plant. New plant comes into opera- 
tion one quarter later, though the player must pay for it in the 


current quarter, and the money received from selling plant is added 
one quarter later. 
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Another variable, added to make the game both more realistic 
and more interesting, is the opportunity to buy market research 
information. The total market changes each quarter, and the 
players are not told what determines this change, although their 
report sheets indicate the size of the total market for the last 
quarter and each competitor's price for that quarter. But a good 
deal more market information is available to those who want to 
pay for it. 

For a fixed amount, the player can learn what each competitor’s 
share of the market was in the last quarter; the standard report 
only tells him his own. For a slightly larger sum, he can learn 
what the entire industry (all the companies together) spent on 
marketing effort in the last quarter. Payment of another fixed fee 
will give him information about the total industry expenditure on 
research and development. More costly data offered include the 
potential share of the market the company would have had in the 
last quarter if it had spent the maximum available on marketing 
effort and its potential market share if it had charged the maximum 
price permitted. 


TRAINING VALUES OF THE GAME 


All this is obviously a lot of fun, but it also is a good deal more 
than that. Almost all the executives who have taken part in the 
various test plays agree \that(the decision game is a unique and 
valuable contribution to management training, because in a real 
sense it offers a dynamic case-study approach to the decision-making 
process, Although some executives who have played the game have 
criticized certain details of the model, all praise the idea of express- 
ing business problems mathematically, the rapid reporting of results, 
and the training impact. 

The players face problems exactly like those top management 
meets in daily business. They are forced to do real strategic plan- 
ning. They have to decide questions like these: Is our company 
going to get out on a limb on marketing? Should we plunge on 
research and development? Should we try for high volume at low 
margin, or turn out a high-quality product at a high price? Are 
we going to go in for price-cutting? Should we make a bid for 
price leadership? 


52 THE MANAGEMENT REVIEW 




















Every few minutes they must repeat the decision process of selec- 

tion, analysis, and action. For the questions, once answered, don’t 
stay answered. Every period’s results change the picture again. 
The players must be alert to trends, flexible enough to seize an 
opportunity when it is offered, and adaptable enough to switch to 
a new strategy if the original one doesn’t work out. 
“Those who have played the game feel it has great possibilities for 
improving judgment and reasoning capacity. By actually experi- 
encing business decision-making on a high level, the players can 
acquire an intuitive “feel” for the process that will enable them to 
act more quickly and more efficiently when the need for decisions 
arises in their own jobs. 

The game vividly demonstrates the complexity of running a 
modern business.\It teaches the players—emotionally as well as 
rationally—that management by rule of thumb is no longer pos- 
sible- As one participant put it, “The game’s great merit lies in 
reminding players of the complex and interlocking nature of the 
factors that affect most decisions.” 

Another key value is the broader insight into company problems 
that the game provides. The marketing man begins to see that the 
money he is spending doesn’t just appear out of nowhere; the 
financial man realizes that some of it comes back again. 


IMPLICATIONS FOR THE FUTURE 


And there are still broader implications. An obvious area for 
exploration is the use of some such gaming device for executive 
testing. (AMA’s Top Management Decision Game, as it is now set 
up, is not a test of executive skill—it is strictly a training device. 
But limited experience already indicates that good business sense 
is the principal ingredient of success in playing it. Experienced 
business executives have consistently performed better than mathe- 
maticians, engineers, and others who tried to solve the mathematical 
problem of the model rather than simulate a real-life business 
situation. 

The character of the present game, of course, reflects the ap- 
proach of the original research group to the many problems in- 
volved in the development of the model. At the beginning, for 
example, it was necessary to select the level on which the model 
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would operate—to choose between the level of top management 
decision-making and that of operating situations—e.g., machine 
loading, inventory control, maintenance, or production scheduling. 
The top management level was selected for several reasons. It 
was considered desirable to have a game that would be suitable 
for top management participation, that would provide a challenge 
for presidents, vice presidents, and line and staff people on the 
corporate and top operating level. For specialists and lower-echelon 
players, the top-management decision level seemed likely to pro- 
vide maximum exposure to the total panorama of running a 
business. And for all types of players, it was felt, the top man- 
agement area would, in fact, best typify the whole decision-making 
process. 

The next consideration in designing the model was the determi- 
nation of the factors that would interact with each other in the 
conduct of the game. A list of more than 20 key decision areas, 
ranging from total marketing effort to make-or-buy decisions, was 
developed. From this list were selected the six that were con- 
sidered to be key areas in business as a whole, as well as being 
typical of situations requiring top-management action. Those six areas 
were production, price, marketing, research and development, capital 
investment or plant disposal, and market research information. 

The problem, then, was to build into the model the inter- 
relationships of these factors. Should share of the market, for 
example, be based on decisions in the areas of marketing, research 
and development, price, and plant capacity? Assuming these are 
the determining factors (actually, they are not the ones that were 
ultimately chosen), what should be the relationships among them? 

This example illustrates the two-fold problem facing the research 
group at that point: (1) selecting the factors that should interact 
to create the various results in playing the game, and (2) select- 
ing the value relationships among these factors. One way to re- 
solve these problems would have been to conduct empirical studies 
to determine what these relationships really are—that is, to analyze 
an actual industry situation to find out which factors do, in fact, 
influence cost, share of the market, price, and the like, and then 
to determine the mathematical relationships that exist among 
these factors. 
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This approach seemed to have major shortcomings. Even if 
such a study could be conducted Cand its validity would be doubt- 
ful), it would probably represent the results of the operations of 
only one specific company. A more costly industry-wide study, 
although more valid, would nevertheless represent the situation in 
that industry alone. The game, however, was to be representative 
of industry as a whole. 

The alternative to conducting such an empirical study was to 
make use of the general assumptions accepted by most economists. 
Obviously, such assumptions were available. It is generally ac- 
cepted, for example, that quantity sold varies inversely with price, 
and that marketing expenditures tend to increase the attractiveness 
of a product, at least up to a certain point. The relationships among 
the other factors chosen to be built into the game are also known 
in a general way, as are their relationships to the over-all busi- 
ness operation. Since the game, after all, was to be a training 
device, not an analytical tool, the idea of special studies was dis- 
carded in favor of using the accepted generalizations. 


FUTURE APPLICATIONS 


If the present game has any analytical value, it has not yet been 
discovered. (It does not offer a simple new mechanical tool for mak- 
ing correct decisions without exercising judgment. But it certainly 
suggests the possibility that simulation some day may have even 
broader uses as a means of mapping out solutions to problems be- 
fore they arise. Electronic and mathematical techniques make it 
possible to work out competitive actions and reactions in advance 
and develop an appropriate strategy for handling almost any con- 
ceivable business situation. This is already being done in specialized 
areas. 

These ideas are still “blue sky.” For the moment, the Top Man- 
agement Decision Game has a much more limited role to play. 
The present game—and improved models of it—will be incorpo- 
rated into a course on decision-making for business executives that 
the American Management Association expects to start this year. 

This projected course will be the initial activity of the associa- 
tion’s new Academy of Advanced Management at Saranac Lake, 
N.Y., where the Association recently acquired the former Trudeau 
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Sanatorium for use as a research and educational center. The 
principal activity of the Academy will be a management intern- 
ship program designed to give business managers an opportunity to 
learn by working under competent supervision, much as young 
doctors learn by working as hospital interns. Participants in the 
_ internship program will learn how to plan work, assign work, 
siipervise work, appraise work, improve work, and motivate people 
to do their best at work. Fundamental in all these management 
activities are the making of decisions and the activating of decisions, 
two basic skills that will comprise the subject matter of the decision- 
making course. The Top Management Decision Game will be the 
most important single tool to be used in the course for training in 
these skills. 5 

In addition to the Top Management Decision Game, other games 
are being planned as part of the decision-making course curriculum. 
More complicated versions of the present game will include the 
possibility of merger or diversification. Another variation will per- 
mit a company to extend its operations into two different markets 
instead of one. Another game will deal with an inventory distribu- 
tion problem. A “super” game will pose the problem of organizing 
the various functions of an enterprise so that it can best meet 
competitive conditions. 


Managers on the Move 


TODAY'S TYPICAL EXECUTIVE travels 30,000 miles a year, makes about 
19 trips, and is away from the office 54 days, judging from a recent 
Dartnell Corp. survey of top-level business men from 85 companies. 

Although they averaged almost 7,000 miles by automobile and about 
1,600 miles by train, air travel accounted for almost two-thirds of the 
mileage covered by the respondents. 

Credit cards are used for all but miscellaneous expenses on their 
travels by 80 per cent of the respondents. In choosing accommodations, 
most executives said they preferred hotels, but 8 per cent favored motels. 
About 60 per cent of the respondents are generally accompanied by 
their wives when they travel. 

One executive offered these tips for air travelers: (1) Have your 
itinerary list two alternative flights, one earlier and one later, for each leg 
of the trip; (2) have a car waiting at the airport; and (3) keep your 
schedule flexible. 
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Special Executive Health Section 


SINCE THE EARLY Days of World War II, when many companies 
began for the first time to recognize the health of their executives 
as a valuable asset to be protected and conserved, management's 
interest in the subject has steadily mounted. Meanwhile, facts, 
theories, and statistics—often confusing and sometimes downright 
contradictory—have sprung up in bewildering profusion. 


Are executives actually engaged in a dangerous occupation? How 
do job tensions affect executive health? Is industry as a whole 
more concerned with the health of its other employees than with 
that of management men? Is heart disease an unavoidable hazard 
of executive careers? What can a company expect from a program 
of periodic health examinations? In this special feature section 
THE MANAGEMENT REvieEw hopes to bring these and other im- 
portant questions into clearer perspective, for the benefit of manage- 
ments and individual executives alike. 


e The findings of a newly completed MANAGEMENT REVIEW 
survey of executive health programs in industry—the first 
authoritative nation-wide study of this size and scope—are 
described by Lydia Strong in an article that also draws 
upon interviews with leading medical experts and ad- 
ministrators. 


@ In “The Executive and His Heart,” Dr. Paul Dudley White 
of Boston takes a look at some current misconceptions on 
the subject, explains the facts, and discusses the prospects 
for the eventual conquest of heart disease. 


@ Results of the program of periodic medical examinations 
adopted several years ago by the Consolidated Edison Co. 
of New York are detailed in the final article by Dr. S. 
Charles Franco, who also discusses how such a program 
should be organized, what it should include, and what its 
goals should be. 
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Safeguarding 
Executive Health: 
What Industry Is Doing 


m Lydia Strong 


THE Pace THAT KILLs ... Wuy Executives Drop 


DEAp .. . Extcutives Face SpreciAL HEALTH 
HaAzarps ... Your NExT PROMOTION CAN KILL You 


. . THE Boss Dies Younc. 


Small wonder if many business men, exposed for the past few 
years to a succession of scare headlines like these, suffer occasion- 
ally from heart palpitations, sweating palms, and the gnawing 
suspicion that they are doomed to die before their time. 

As a matter of plain, undramatic fact, however, the executive 
life seems to be a lot less hazardous than most executives have been 
led to believe. Figures compiled by the National Office of Vital 
Statistics indicate that men of the managerial, technical, and ad- 
ministrative level, as a group, have lower than average mortality 
rates. And life insurance companies, surely among the least reck- 
less of human institutions, sell policies to men in these executive 
or higher-level occupations, in general, at the lowest premium rates. * 





* The statement once attributed to the Metropolitan Life Insurance Com- 
pany, that executives have 10 per cent less life expectancy than their em- 
ployees, was not in fact issued by the company, which has no recent data 
on the subject. 
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Most of the industrial physicians interviewed for this article said 
emphatically that executives have no special medical problems. 
Dr. C. A. D’Alonzo, assistant medical director of E. I. du Pont de 
Nemours & Co., who has compared health examination findings 
for executives of the company with those for rank-and-file employees 
of the same age, finds “no evidence that the executives are in any 
worse state of health than other employees.” In fact, he reports, 
DuPont top executives seem less likely than other employees to 
suffer from two dangerous disorders: heart disease and high blood 
pressure. 


WHY AN EXECUTIVE HEALTH PROGRAM? 


Why, then, if executives are at least as healthy as the average, 
have so many companies jumped on the executive health bandwagon? 

In the first place, as doctors are quick to point out, “average” 
health is not good enough. A group enjoying as many material 
advantages as executives ought to be conspicuously healthier than 
average. If they aren’t, this suggests some occupational risk in the 
executive joh—a problem which industry should tackle just as it 
has tackled the problem of hazards in production jobs. 

Secondly—and this has been probably the basic consideration 
in most executive health programs—a company has no asset more 
precious than the good health of its managers. The death or serious 
illness of a key man can embarrass a large firm—and it can wreck 
a small one. 

One Midwest company had to hold up all plans for a new 
factory for three months, while the president fought a kidney ail- 
ment. The delay cost the company several hundred thousand dollars 
in added costs and lost sales. 

In another case, a brilliant promoter organized a profitable, fast- 
growing plastics business, under tight one-man control. He was 
always ambitious, so his subordinates hardly blinked when he 
began talking of rigging up some sort of super holding corporation 
which would take over a big chunk of the industry. But his plans 
did not crystallize. He began forgetting important appointments. 
His speech grew increasingly garbled. On the day he instructed 
his treasurer to draw a check several times the size of the com- 
pany’s bank account, a doctor was at last called in. The diagnosis: 
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a progressive brain disorder—which could have been caught in 
time by a simple test, had this busy man ever taken time out for a 
health check-up. Within a few months he was dead, the company 
he had built was ruined, and a large number of people, including 
his widow, were looking for jobs. 

A giant manufacturing company suffered a crippling casualty 
rate among its executives year after year, until it got around to 
installing a health examination program for its key men. The 
results were a spectacular vindication of preventive medicine: five 
years later, the executive death toll had been slashed by 62 
per cent. 


PERIODIC HEALTH EXAMINATIONS 


Clearly, the proponents of periodic health examinations for 
executives have a good case—but how much action has come of 
all the talk? To throw some light on the current status of health 
examination policies in industry, THE MANAGEMENT REVIEW 
recently surveyed a nationwide cross section of medium-size and 
large companies of all types. The size range was from below 
1,000 employees to 500,000, with a median of 2,500. 

The current upsurge of interest in executive health showed up 
sharply in the over-all response to the survey; more than half of 
the 847 firms queried had replied by the deadline date. 

Of the 447 companies replying, more appear to be interested, 
as a matter of corporate policy, in hiring a healthy physical specimen 
than in keeping him healthy on the job: 310 companies, or 70 
per cent, require an executive to undergo a physical examination 
as a condition of hiring, while 238, or 53 per cent, offer examina- 
tions to executives already employed. 

Company size appears to have little influence on the requirement 
for a hiring examination, but it is a definite factor in on-the-job 
examination policy. The larger the company, the more likely it is 
to have a program of periodic health examinations. Three-fourths 
of the large firms (more than 5,000 employees), and half of the 
smaller ones, offer some kind of executive health examination plan 
(Table 1). Every respondent with over 10,000 employees has a 
plan. The vast majority of these programs are on a periodic basis, 
usually annual, but sometimes with special provisions for older and 
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TABLE 1 


CoMPANIES HAVING EXAMINATIONS FOR EXECUTIVES, OTHER 
THAN Hrrinc EXAMINATIONS, ON AN ORGANIZED Basis 





Up To 5,000} ABovE 5,000} S1zE Not 


VER-ALL 
EMPLOYEES | EMPLOYEES STATED O 





No. % No. % No. % No. % 





Have 
examinations .| 164 49 74 74 — — 238 53 
Do not have 
examinations .| 171 51 27 26 ll 100 | 209 47 








335 100 | 101 100 11 100 | 447 100 














for younger men. In a few companies the examinations are given 
on some non-periodic basis such as before promotion, upon request, 
or where there is felt to be a health problem. 


WHO IS EXAMINED? 


Executives and other employees fare alike in about half the 
companies, but this similarity occurs much more often on the 
negative than the positive side. That is, of companies having ex- 
ecutive health examinations, only three out of 10 make the same 
examinations available to all employees. But of the companies not 
offering health examinations to executives, three out of four don’t 
have them for any other group of employees, either. Forty-three 
firms, in effect though not by intention, discriminate against ex- 
ecutives: they have health examinations for production workers, 
or temporary workers, or workers in dangerous jobs, but not for 
the managerial group. 

Where executives are favored—as they are in 162 companies— 
the line may be drawn at top management, at middle management, 
or at the supervisory level. Some firms include everyone earning 
above a certain salary: $7,500, or $10,000, or $20,000. Some 
have examinations for all employees, but more comprehensive ones 
for executives. In a few companies, eligibility for examination is 
determined by age or physical condition rather than by status. 

Opinion varies widely on the question of whether or not the 
examination should be compulsory. One experienced clinician 
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TABLE 2 


FREQU! NCY OF HEALTH EXAMINATIONS 


Basis for Health No. of 
Examinations Companies 
MD Bc MS bps Gg ae dn drt ehig-d es Vi 193 
Other periodic basis’ ............... 11 
Non-periodic Hasisy 2... Se ces 15 
Basis not specified ...............4- 19 
Foie pies wntie ys Sacer ces 238 


* Biennial; triennial; every 18 months. 

* Before promotion or transfer; as requested by executive or by company (as 
after an illness); when there is a health problem; after retirement age, in 
order to continue working. 





wishes it could be because, he says, “When it’s left optional, the 
very men who need it most won’t go. The man who's afraid the 
findings may be serious will stay away because he’s afraid it will 
get back to management.” 

Other doctors feel just as strongly that a compulsory examination 
is self-defeating. “Make them submit and you lose half the benefit. 
They regard themselves as guinea pigs. Under these circumstances 
they’re much less likely to be frank with the doctor, or to heed his 
findings.” 

There is also the consideration that some executives have religious 
objections to physical examinations, and that others are already 
under medical care and don’t need a new diagnosis. 

Health examinations are compulsory in 56 of the companies 
surveyed; 132 report that the examination is “optional, but urged 
by the company”; 40 say it is “entirely voluntary.” Large companies 
are less likely than small ones to force the issue; in some instances, 
at least, the optional plan was adopted as a compromise with stiff- 
necked top managers who would quit rather than submit to a com- 
pulsory examination. 

The full cost of the health examination is paid by the company 
in practically every case. Among the 11 exceptions, the company 
pays full cost for top managers, part cost for middle managers; or 
the company pays the bill for a clinic or doctor of its choice, but 
the executive pays all or part if he prefers to go to his own doctor. 
A few firms set up cost limitations—$30 or $75 or $100—and 
the executive pays for any additional tests that may be required. 


62 THE MANAGEMENT REVIEW 








St 


f 











In general, the examinations have met with excellent acceptance. 
Almost half the companies report 100 per cent participation; in 
seven out of ten, at least 90 per cent of eligible executives participate 
in the program. 


WHO MAKES THE EXAMINATION? 


A health examination may be handled by the company doctor or 
medical department, or by an outside doctor or clinic designated by 
the company, or by a doctor or clinic chosen by the executive him- 
self. A growing vogue for outside medical facilities is reflected in 
the survey findings: half the companies send executives to an 
outside doctor or clinic, and only about one-fourth use the company 
doctor or medical department. Oddly enough, large companies— 
which might be presumed to have more complete medical depart- 
ments—are more likely than small ones to use outside clinics. 
About one firm in ten permits executives to go to doctors or clinics 
of their own choice, but many will let them choose from an approved 
list furnished by the company. Thirty-one firms have flexible ar- 
rangements—i.e., the executive is given a choice of company medical 
department, company-approved outside clinic, or his own doctor 
or clinic. Where the executive has full choice of doctors, a minimum 
standard examining procedure is often required. 

Various reasons are given for preferring outside doctors or clinics. 
Some companies use them for convenience; not every executive is 
near a branch having a full medical department. But other com- 
panies, with superb medical facilities of their own, nevertheless 
send their top men half-way across the country for medical check- 
ups at clinics of their choice. Prestige is one reason for this, desire 
for privacy another. For some men, the trip and the stay at a 
resort-type clinic may provide a few days of needed vacation. 

All things being equal, many medical directors feel, there are 
several factors favoring the use of company facilities. In the first 
place, they are more convenient and possibly (though not neces- 
sarily) cheaper. Then there’s the question of over-all morale: if 
the medical department is good enough for other employees, it 
ought to be good enough for the top men. Third, the company 
doctor knows the executive, understands the special conditions of 
his work, and may therefore be better able to advise him. Fourth, 
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follow-up of medical recommendations is easier. Fifth, should the 
executive become suddenly ill, the records on his physical condition 
are readily available. 

Despite these advantages, many top men shun company facilities. 
“Are you having your exam here?” one big-company executive asked 
another. “Yes,” was the reply, “but I wouldn’t if I thought any- 
thing was wrong with me.” 

What this boils down to is the question of confidence. “We 
have more executives applying for examinations now than we 
can handle,” said the medical director of an electronics firm. “But 
the men had to learn gradually, over the course of several years, 
that the medical department had—or would make available—the 
same facilities as a clinic, that the doctors were as competent, and 
that confidential findings would not leak out.” 


WHAT PRICE PRIVACY? 


No issue concerning company health examinations is more 
debated than that of confidentiality. About half of the companies 
surveyed which have health examinations require that the report 
be rendered routinely to the executive alone; most of the others 
have reports going to both the executive and the company, and 16 
have reports sent to the company but—curiously enough—not to 
the man examined. 

But when the examination discloses a serious condition which 
might affect the executive’s job performance or promotability, the 
procedure changes. Under these more critical circumstances only 
82 companies (37 per cent.) confine the report to the man alone, 
or to the man and his personal physician. In 130 companies, the 
executive and others—the company president, the company medical 
director, the personnel department, or the executive’s immediate 
superior—are informed. In 10 companies only the company—not 
the executive—gets a direct report of the bad news. In some firms 
the report of a man’s serious illness, far from being kept confiden- 
tial, goes to three or four persons or departments. 

The reasons for reporting a man’s physical condition to the 
company, as elicited in interviews, seem to be twofold: (1) Putting 
it baldly, the company is paying for the examination, and the 
report may be helpful in promotion planning, so why shouldn't the 
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company get what it pays for? (2) An executive suffering from, 
say, a serious heart condition may need to be protected against 
himself. If he won’t slow up voluntarily his superior must be 
notified to ease his load, to refrain from adding burdens, and to 
start thinking about making arrangements for his retirement if 
necessary. So, it is argued, the reporting is for the executive’s good 
as well as the company’s. 

Small firms seem much more likely than large ones to favor 
reports to the company. Of the 10 largest companies covered 
(72,000 to 500,000 employees) all require that routine reports 
go to the executive alone; even where serious disorders are discovered 
which might affect job performance, nine still have the report 
rendered only to the executive. 

“It's between the man and his doctor,” the medical director of 
a manufacturing company explained. “We don’t use medical ex- 
aminations in manpower planning. The executive is expected 
to use his own common sense.” A railroad personnel man said: 
“We rely on the executive, if anything is found that may affect his 
future, to confide in his superior. We feel he’s grown-up enough to 
do that.” This company has, incidentally, dropped an earlier re- 
porting plan. The new one, after several years’ experience, is con- 
sidered a great improvement. “Now the men feel grateful; before, 
they felt their privacy was .invaded.” The medical director of an 
oil company said: “The health of an individual is his own problem. 
Health examinations are not used as an instrument of promotion or 
policy.” 

Many doctors object to reporting to outsiders on a man’s health 
because they regard it as a violation of the doctor-patient relation- 
ship. Also, without consent, such a report is illegal in most states. 
Consent can of course be obtained; also, many doctors do routinely 
report findings to company officials. But, some of them contend, 
this procedure frustrates the principal objective of the examination 
as a preventive health measure; men simply won't tell the examining 
physician about disquieting symptoms, or about disturbing situa- 
tions in their personal lives, if they feel that these may be reported. 

This does not refer to physical symptoms alone. A manufacturing 
vice president, for example, had been fighting a tough battle with 
his wife’s alcoholism. In this fight he had the help and advice 
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of the company doctor. “This is a definite part of the man’s health 
picture,” the doctor reported. “But he would never have revealed 
it if the medical records were not confidential.” 

Many dangerous physical conditions can be found on examina- 
tion, it may be argued, even without the cooperation of the examinee. 
But such conditions occur in a minority of cases; furthermore, when 
they do occur, and when the executive understands the gravity of 
the situation, he will in most cases report it voluntarily. The com- 
pany has to decide which is more important: to be tipped off on a 
few dangerous cases, or to conduct the program in a way which 
promotes maximum health for all executives. 


WHAT'S THE GOAL? 


Dr. Anthony Lanza, Director Emeritus of the New York Univer- 
sity-Bellevue Institute of Industrial Medicine (and former medical 
director of several large companies), believes strongly in the latter 
procedure. 

“A medical department can’t play God,” he says. “It can’t give 
management guarantees about promotability. You can examine a 
man by every modern technique, find nothing serious wrong with 
him, and have him drop dead of a coronary one week later. The 
job of the medical department is to help executives to keep healthy, 
to help them with remediable conditions, not to predict what will 
happen to them. An examination system designed to help solve 
promotion problems is folly.” 

The entire success of the program may depend on the company’s 
goal, he feels. “If management wants preventive medicine, the 
health examination can do a good job. But if it wants the medical 
department to take over decisions concerning promotion, it will fail.” 

None of this, of course, precludes medical reports made to man- 
agement at the executive’s request. 

The Occupational Health Institute, an affiliate of the Industrial 
Medicine Association, advises that a company should “enforce a 
policy of the very strictest confidence about employee health cases 
in the medical department. If the health service thinks it desirable 
to communicate with the company about a case—as when, for in- 
stance, a change in work routine seems desirable—it should be done 
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in conference with the employee and the director of personnel, or 
other executive appointed for that purpose.” 


SCOPE OF THE EXAMINATION 


What is included in an examination must of course depend on 
what the company can spend on it; nevertheless a superficial exami- 
nation may be worse than none at all, since it gives meaningless re- 
assurance and prevents the subject from seeking more thorough 
medical advice. 

How much time the examination takes is one measure of its thor- 
oughness, though not necessarily the most reliable. Among respond- 
ents to THE MANAGEMENT REVIEW’s survey, half-day examinations 
are most prevalent (97 companies); 50 companies do the examina- 
tion in about an hour; and 77 give it a full day, or several days. 
Except for the several-day examinations, the time may be divided 
into installments—typically, a comparatively long period for medical 
history, physical examination and tests, plus a shorter period—per- 
haps a week later—for a counseling interview. Large companies 
are more likely than small ones to give lengthy examinations. 

All programs described by respondents include a physical ex- 
amination; the vast majority also include taking the patient’s medical 
history, a chest x-ray or fluoroscopy, an electrocardiogram, and an 
interview with the examining physician. These are the only pro- 
cedures about which specific inquiry was made in the survey. Close 
to half the companies, however, routinely include further tests, and 
many give any test that seems desirable for the individual. 

Tests and examinations of the blood and urine are included by 
about one-third of the respondents. The “GI series”—a set of x-rays 
of the gastro-intestinal tract—is given routinely by a small minority, 
as are rectal examinations, tests of vision and hearing and—by a 
very few—gall-bladder x-rays. 

A discussion of what should be included in a medical examination 
is presented by Dr. N. J. Roberts, associate medical director of the 
Standard Oil Co. (New Jersey) in a forthcoming article on “The 
Periodic Evaluation of Health.” For a routine test to be justified, 
Dr. Roberts points out, the yield of findings “must outweigh, from 
the viewpoint of the frequency or importance of positive results, the 
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cost of testing in terms of (1) the time, energy and patience of those 
examined, and (2) the money, and the technical or professional 
time, energy, skill, facilities, equipment and materials involved.”* 


EMOTIONAL HEALTH 


In close to half of the respondent companies having health ex- 
amination plans, some attempt is made to gauge the mental and 
emotional health of the executive. One clinic director considers this 
“the most important part of the examination . . . we do more good 
at this level than we do in finding cancer.” 

Large companies seem more likely than small ones to be concerned 
with emotional health. In most cases, the attempt to approach this 
problem is made through the counseling interview with the examin- 
ing doctor, though a few companies also use psychological testing. 
Typical comments are “repeated contacts with medical director,” or 
“the doctor follows this line to assure himself that his examination 
is complete” or “one-hour interview stressing organizational and 
occupational environment.” 

During the interview, the doctor probes gently such topics as over- 
work, overtime, and whether or not the man takes vacations. He 
invites discussion of family affairs, and tries to find out how things 
are going on the job. Such an interview doesn’t usually follow a 
set pattern; it is based on the individual’s medical history and find- 
ings, on what he says and how he acts during the examination, and 
Cif the doctor knows it) on his work situation. If the examining 
doctor is skillful and if the executive knows the examination is con- 
fidential, a great deal may be learned. 

Every industrial doctor is likely to encounter psychiatric problems, 
and the need for skill in at least recognizing such problems is be- 
coming more widely appreciated. t 

Do executives work under special strain, and is this reflected in 





* The article will appear in The Medical Bulletin of the Standard Oil Com- 
pany (New Jersey), 30 Rockefeller Plaza, New York 20, N.Y. Content of 
medical examinations is also among the topics discussed by Dr. George 
N. Saunders, medical director of the Socony Mobil Oil Co., in an article 
on executive health programs in the February, 1954, AMA Archives of In- 
dustrial Hygiene and Occupational Medicine. 


t Brief psychotherapy in industry is discussed by Dr. Leonard E. Himler in 
the May, 1956, issue of Industrial Medicine and Surgery. 
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special emotional problems? This is a rather controversial topic, 
and the answers given by doctors and psychiatrists may well reflect 
the special conditions in their companies. “The tension is increas- 
ing,” says the medical director of an automotive corporation. “The 
exasperation and frustration of dealing with unions and the govern- 
ment cause stresses which are reflected in the general health of the 
executive. Men have to retire early. This is not an old man’s busi- 
ness.” Dr. William C. Menninger feels that “the executive often 
achieves his success . . . at a considerable personal cost.” Psycholo- 
gists and psychiatrists have frequently expressed the idea that execu- 
tives are rather special people, with strong driving ambition, fear of 
failure, and unusual willingness to assume responsibility. They must 
get along with both superiors and subordinates—which means taking 
orders without showing resentment, and giving orders without caus- 
ing resentment. They tend to overwork and hence have less time 
with their families. And if they have risen fast, they may also have 
lost contact with their origins. 

Yet many industrial doctors and psychiatrists feel that there’s 
nothing really so special about the emotional problems of executives. 
“No difference between the executive and the porter,” snorted one 
psychiatrist, who has for years been counseling corporation em- 
ployees. Another concedes that executives must decide big problems, 
but “it’s no harder for a vice-president to decide on a $20,000 deal 
than for a foreman to decide on a $20 deal. In fact, the $20 may 
be more real to the foreman.” An industrial doctor adds: “Executives 
do work under great strain. Also they work too hard, eat too much, 
relax too seldom. But this is a picked group. Most men who want 
to be executives and who have managed to reach the ranks of top 
management have learned to take the strains in stride.” (This latter 
consideration does not, apparently, hinder those company doctors 
who believe in the use of tranquilizers from handing out a great 
many prescriptions to executives.) 

Even if the president does suffer no more stress than the porter 
—and this is debatable—such strain can still be considerable. At 
all levels, it is possible to find many employees who are tense and 
troubled. At least half of the people seen in an industrial medical 
department “are not actually ill but are reacting to a combination of 
physical, mental, and emotional factors,” says Dr. Richard Walmer, 
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managing director of the Mellon Institute Industrial Hygiene Foun- 
dation. 

Even among executives, family problems outnumber job problems, 
in the opinion of most physicians and psychiatrists interviewed. 
Among the conditions observed are depression, fatigue, anxiety and 
psychosomatic disorders partly or wholly caused by strain. 

The relationship of emotional stress to such conditions as high 
blood pressure, ulcers, gout, asthma, and arthritis has not been sta- 
tastically evaluated, according to Dr. William P. Shepard, vice presi- 
dent for health and welfare of the Metropolitan Life Insurance Co. 
Where such illnesses are caused by stress, he suggests, this is more 
likely to be the result of maladjustment than of overwork. “When 
an executive fails,” says Dr. Ralph T. Collins, psychiatrist of the 
Eastman Kodak Co., “it is usually because he has not learned how 
to manage people or/and himself.” 

One generalization at least seems to be valid: When an executive 
has serious emotional problems, his subordinates are likely to develop 
more problems than average. And the higher up on the organization 
chart the unhappiness is located, the more it is likely to spread, and 
the more detrimental it will be to the company. 


STATISTICS CAN LIE 


How healthy — or how unhealthy — are executives as a group? 
A new study by Life Extension Examiners, one of the largest that 
has yet been made, covers 5,000 executives of all ages from 30 
companies. The findings are considered reassuring by Dr. Harry J. 
Johnson, Life Extension’s medical director. “Executives,” he asserts, 
“are a reasonably healthy group of people with quite a good life 
expectancy. All this talk about the unusually high incidence of 
disease in their ranks is turning them into worried, fearful, and some- 
times neurotic creatures. It’s ridiculous. Examine any other repre- 
sentative group of men and you'll find them no healthier than 
management personnel.” 

Life Extension Examiners did not classify anyone as unhealthy 
because of minor abnormalities such as flat feet, hemorrhoids, or 
correctable defects of vision or hearing; but it did count as unhealthy 
all conditions which were considered present or potential health 


70 THE MANAGEMENT REVIEW 








——, as nr ans AS 


a, Ff 















hazards. On this basis, 58.9 per cent of the executives examined 
were found to be in good shape. The balance, 41.1 per cent, were 
reported to be in substandard condition. 

Significantly, the survey also brought out the fact that a feeling 
of good or ill health is not a very reliable indicator of one’s actual 
physical condition. More than half of the men who were found to 
be in substandard condition had experienced no symptoms of ill 
health. In the normal-health group, 36 per cent did have some 
symptoms, but the condition did not turn out to be serious. In the 
first group, the physical examination revealed unsuspected trouble. 
In the second, it relieved needless worry over health. 

About one man in seven was found to be overweight—i.e., more 
than 10 per cent heavier than the upper limit of the normal weight 
range for his height and body frame. Because of the serious conse- 
quences it can have on health, overweight was considered a disorder, 
and in fact many of the overweight men did suffer from other serious 
ailments. 

Of the 5,000 executives, one in nine had organic heart disease; 
8 per cent suffered from high blood pressure. Other less common 
findings included hernia, prostate disorders, varicosities, suspicious 
moles, chronic skin rashes, anemia, ulcers, rectal polyps, colitis, 
diseased gall bladder and Cin a very small proportion) cancer. Most 
of the more common conditions were found with greater frequency 
in men over 40, and incidence of most disorders except overweight 
increased with each successive five years of age. Overweight reached 
its peak, in this sample, among men of 51-55; those over 60 have 
only the average tendency to obesity. 


Rx FOR BETTER HEALTH 


Aside from the injunction to take periodic physical examinations 
and to follow the resulting medical recommendations, if any, the 
advice most often given by doctors to executives adds up to this: 
exercise and weight control, better nutrition, better living habits— 
and more realistic handling of the job. This may mean refusing 
responsibilities beyond one’s scope. It means also, for many men, 
cutting back to the normal work-week, enjoying adequate vacations 
and restful week-ends. 
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Even for men who follow this advice, leadership is a stressful 
way of life. For companies interested in minimizing the effects of 
stress, here are some hints from industrial doctors: 

1. Do a better job of choosing management material. Choose 
men who have not only the ability to do the job, but the ability to 
withstand stress. There are medical tests which can determine 
physical stress endurance. Skilled interviewing, and a review of the 
candidate’s experience, will often help to determine susceptibility to 
mental and emotional stress. 

2. Discourage rather than reward iong hours, overwork, and 
skipped vacations. These can be necessary occasionally, but a man 
who habitually spends 60 hours in his office may just be spinning 
his wheels. With adequate planning he can delegate, cut his work- 
load down, and quite possibly do a better job than before. 

3. Provide not only periodic health examinations, but also access 
to skilled medical guidance whenever needed. 

It seems almost superfluous to point out that for real results the 
examination must be conducted by a competent physician with ac- 
cess to all necessary facilities, or by a competently staffed and well- 
equipped clinic. This physician or clinic should be chosen by a 
doctor, not by a layman, according to Dr. Harry E. Tebrock, secre- 
tary-treasurer of the New York State Society of Industrial Medicine, 
and medical director of Sylvania Electric Products. 

The industrial physician is a specialist, Dr. Tebrock emphasizes. 
Besides being a good doctor in general, he should be a keen diagnos- 
tician, skilled in human relations and with some experience of in- 
dustry. He should be trained in industrial hygiene and toxicology; 
some training in psychiatry will also be helpful. Good leads to such 
specialists can be obtained through universities having industrial 
medical departments, or through any of three organizations: the 
Industrial Medical Association (Chicago), the Industrial Hygiene 
Foundation (Pittsburgh), and the American Academy of Occupa- 
tional Medicine (c/o Dr. Leonard Goldwater, Columbia University 
School of Public Health, New York City). 


BENEFITS OF PERIODIC EXAMINATIONS 
In view of the findings, there can be little question of the value 
to the executive of a thorough periodic health examination. Is the 
program worthwhile from the company’s point of view? The an- 


72 THE MANAGEMENT REVIEW 








(he Tore aa 


an 








swer of the doctors and personnel men interviewed was a unanimous 
yes, backed up in many cases by the statement that the company 
was extending the program. Improved efficiency and improved 
morale were the benefits most commonly cited, but many medical 
directors said also that some lives had been saved, others prolonged, 
as a direct result of physical examinations. 

In the article cited (page 68), Dr. Roberts shows that not only 
the first examination, but each successive yearly examination, un- 
covers important and previously undiagnosed disorders. 

From a purely monetary point of view, an executive represents 
a tremendous cash investment. Merely recruiting a college graduate 
for management training can easily run into four figures, and re- 
placing a top executive costs much more. 

But such price tags don’t begin to represent the real cost of ex- 
ecutive ill-health. A man who has “cost” the company $50,000 
for recruitment and training can cost it many times that amount 
if he makes a wrong decision or if he isn’t there to make a decision 
at a crucial time. A good health examination program can go far 
to avert such losses. 

It is sometimes argued against medical examinations that men 
who have never missed an examination can and sometimes do drop 
dead. This is true, but regular examinations do reduce the possibil- 
ity of sudden death and, even more important, they help the man 
stay as healthy as possible on the job. 

An additional advantage of a fairly broad medical program is 
the occasional discovery of pathological situations within a company. 
When an unusually large number of persons in one department seem 
to be suffering from strain, the medical director may, without 
naming individuals, alert the department head (and if necessary his 
superiors ) to the fact that there is something wrong. The cause may 
vary all the way from simple overwork to some focus of emotional ill- 
ness—whether it be a person or a group situation—within the 
department. 

An adequate program for executive health is fairly expensive to 
install. Moreover, since programs tend to become broader and 
broader, the expense often increases with time. But the companies 
' that have such programs generally agree that they are well worth 
the cost. 
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The Executive 
and His Heart 


m@ Paul Dudley White, M.D. 





ConcrrN OVER THE THREAT OF HEART DISEASE is widespread 
in America today. More people are worrying about their hearts than 
ever before, and statistical evidence showing a steady increase in 
heart disease as a cause of death has stimulated much discussion of 
the subject as it affects various groups in the population. In busi- 
ness circles the concern is over the executive and his heart. Else- 
where, people are worrying about the doctor and his heart, the cleric 
and his heart, and even the laborer and his heart. 

Nobody, of course, has a monopoly on heart disease. It is possible 
that a generation or two ago—too early in medical history for the 
accumulation of reliable data—there were important differences 
among occupational groups. Today those differences, if they existed, 
have largely disappeared. As a group, executives are probably not 
much more—or less—subject to heart disease than other men in 
their age groups. 

Age, in fact, far more than occupation, appears to be the major 
problem. It is true that much mortality from heart disease still 
occurs among the young and middle-aged, and this situation is a 


The author, who is generally regarded as the leading U.S. heart specialist, 
headed the team of doctors attending President Eisenhower after the 
President’s heart attack a year ago last October. Dr. White maintains a 
heavy schedule of activities that includes, in addition to his private practice, 
research work and extensive travel and lecturing in this country and abroad. 
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serious one which requires correction. From the standpoint of the 
total problem, however, it is the relationship between age and the 
incidence of diseases of the heart and arteries that has the greatest 
significance and deserves the most attention. 

With the control of the infectious diseases—such as dysentery in 
infancy; diphtheria, smallpox, and tuberculosis in the young; and 
pneumonia, typhoid fever, and syphilis at any age—the expectation 
of life has more than doubled during the past century, so that a baby 
born today may be expected to live at least the Biblical threescore and 
ten years. It is, therefore, natural to expect more heart disease now 
than formerly, since two of the chief causes—namely, high blood 
pressure and coronary atherosclerosis (and thrombosis )—are much 
more common in the aged. 

We may eventually even welcome a 100 per cent mortality from, 
say, coronary heart disease, if death should come suddenly and 
peacefully at the age of 100 or 110 after a healthy and happy life. 
What would this mean? It would mean that all other causes of 
death had been wiped out: the infections, cancer, accidents, and 
wars. 

Obviously, cases of heart disease range from the severe to the 
very mild, and whether a particular condition should be diagnosed 
as heart disease is often a question of definition and degree. Quite 
naturally, there is a tendency in diagnosis to pay more attention to 
the range of disease conditions than to the range of the normal, so 
that a so-called borderline finding may occasionally be wrongly in- 
terpreted as abnormal. In such a case, it is wiser for the physician 
to make an error of omission rather than one of commission in his 
diagnosis, in order to avoid a neurosis which may plague its victim 
for years. (Of course, such a person should be followed up at 
regular intervals.) On many occasions, I have been privileged to 
release from a state of fear some person who has unjustifiably been 
diagnosed as having heart disease. 

Lest the last statement be interpreted as meaning that the presence 
of heart disease should cause fear, let me add that most of my 
cardiac patients have had only slight to moderate degrees of heart 
trouble, interfering but little with a normal program or even dura- 
tion of life. The majority of those with relatively little heart disease 
can and do live long, happy, and useful lives. And with all of our 
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modern improvements in treatment, even those seriously affected 
can be greatly helped, so that not only their longevity but their 
comfort and usefulness can be greatly bettered. 


WHAT IS HEART DISEASE? 


The multiplicity of causes of heart and blood vessel disease makes 
it very complicated not only to diagnose and treat but also to prevent. 

In the first place, there are the abnormalities of the heart and 
blood vessels with which a child is born. These congenital condi- 
tions are, without doubt, the most complicated part of the whole 
problem of heart disease because of the multiplicity of the abnormali- 
ties that may occur, either alone or in combinations. A generation 
ago, most of them were not diagnosable or even known. But now 
such great advances have been made through research, both in the 
diagnosis and in the surgical treatment of these conditions, that a 
new era has dawned for the victim of congenital defects. However, 
the main problem concerning these congenital conditions remains— 
namely, that of causation. We know only one of the causes: the 
occurrence of German measles during the first three months of 
pregnancy, which is the critical time in the development of the heart 
and some of the other structures in the body, such as the eye and 
the ear. Thus, much research is needed about this kind of heart 
disease in the future. It should be added, however, that it is quite 
possible for a person with a less serious type of congenital heart 
disease or one that has been surgically corrected to take part in 
industry, either as executive or as employee. 

The infectious causes of heart disease are, happily, on the rapid 
decline. Cardiovascular syphilis, which can be very serious, is now 
becoming rare. Diphtheria as a cause of heart disease and death is 
almost extinct in civilized countries. Malignant endocarditis, an 
inflammation of the lining of the heart due to various bacteria, is 
now not only curable in the majority of the cases Cit was almost 100 
per cent fatal as recently as 20 years ago), but in many cases it is 
now probably preventable. Rheumatic heart disease, in the past the 
most common type of heart disease in this country, is now so rapidly 
decreasing that it is a rather low third in prevalence. This disease 
is mainly, if not wholly, dependent on a reaction to the hemolytic 
streptococcus. Since hemolytic streptococcus infections are now on 
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the decline and in large part controllable, rheumatic heart disease 
should be uncommon within another generation. 

Pulmonary heart disease, which is an involvement of the right 
side of the heart due to high blood pressure in the pulmonary cir- 
culation, is also on the decline, owing to the greater protection 
against inhalation of various harmful dusts and the increasing con- 
trol of serious infections of the lungs. Nevertheless, it will need 
much research and control, at least for another decade or two. 

In addition to pulmonary and congenital heart disease, two other 
types of heart disease are in great need of study and control: those 
due to high blood pressure and those due to arteriosclerosis, com- 
monly designated atherosclerosis, of the coronary arteries, which 
bring a steady supply of blood directly from the aorta into the heart 
muscle itself. 

The cause of serious high blood pressure is still unknown in the 
great majority of cases. That it can be aggravated by stress and 
strain, obesity, and certain other factors is well known, but there 
has been no proof that these environmental factors are actually the 
cause. High blood pressure is present in many races and, since all 
races are subject to stress and strain, we may eventually find that the 
chief cause lies therein. However, many individuals stand severe 
stress and strain very well for many years and continue to have 
normal blood pressure readings. 

At the present time, coronary atherosclerosis presents the chief 
threat to life and, therefore, is the major public health problem in 
the United States and a few other countries which resemble ours in 
living conditions. Coronary thrombosis, which is a clotting of blood 
to obstruct the coronary arteries and which often causes a scarring 
of the heart muscle itself (myocardial infarction), threatens the 
life, happiness, and usefulness of many thousands of our young and 
middle-aged men in active professional, business, and industrial life 
today. 


PREVENTING HEART DISEASE 


What can the individual do to protect himself from heart disease? 
Our knowledge in this area is, unfortunately, still incomplete, and 
only a few general rules and suggestions can be made. First of all, 
of course, it is wise to arrange a program of annual examinations, in 
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order that correctable abnormalities can be discovered and treated 
as early as possible. 
. It is advisable to obtain and keep carefully filed away for future 
reference both an electrocardiogram and an x-ray film of the heart 
and lungs, since at the present time we possess no adequate tables 
of normal standards. 


An annual examination also provides an opportunity to obtain a 
physician’s advice as to any undesirable features of your way of 
living that should be corrected in order to assist in the prevention of 
disease. It may well be that the establishment of more sensible rules 
of living will cut down the amount of high blood pressure in any 
community, especially in civilized countries such as ours where 
changes in the way of life have resulted in enrichment of the diet 
and a great reduction of physical exercise. 

Incidentally, it is well known from statistical and psychological 
studies that exercise helps the circulation and can act as an antidote 
for nervous stress and strain. The lines written by John Dryden 
in 1680 may well contain as much truth as poetry: 

By chase our long-liv’d fathers earn’d their food; 
Toil strung the nerves and purified the blood; 
But we, their sons, a pamper’d race of men, 

Are dwindled down to three score years and ten. 
Better to hunt in fields for health unbought 
Than fee the doctor for a nauseous draught. 

The wise for cure on exercise depend; 

God never made his work for man to mend. 

Such common-sense advice, more heeded by our ancestors than 
by ourselves, may help many persons. It should be especially di- 
rected toward such young candidates for coronary diseases as the 
preponderant mesomorph—the muscular, broadly built, athletic 
type who often has a family history of similar trouble. We don't 
yet know how to protect him with certainty, but it may well be that 
avoidance of any gain in weight after the age of 22 to 25, the 
continuation of vigorous physical activity, and a certain amount of 
reduction of intense nervous strain may be the most important 
advice. 

Probably the best way of all to help both ourselves and the coming 
generations to avoid heart disease is to support in full, morally 
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and materially, the training of research workers and the excellent 
research projects, national and international, that are in progress 
now and are being planned for the future. We must not let up in 
our increasing attack on these problems. 


HEREDITY AND HEART TROUBLE 


One of the most important studies still to be carried out concerns 
heredity. Doctors in practice know very well the importance of the 
patient’s family history. It may well be that individual differences 
in susceptibility to heart disease are determined or at least influenced 
by hereditary factors. Yet today very little is known about genetics; 
in fact, there are far too few geneticists at the present time, and more 
must be trained. This is only one of the resources which must be 
strengthened if we are to conquer the problem of heart disease. 

The support of business executives and other professional people 
for present and future research is a continuing need. We can be 
optimistic about the future, however, if the current pace of medical 
studies on the problem is not only maintained but accelerated. 


50-50 Corporations: One Way to Diversify 


A GROWING DEVELOPMENT in the post-war trend toward diversification 
is the creation of new corporations by two established companies. This 
type of diversification, in which both parent companies share ownership 
and direction on a 50-50 basis, is not actually a new development. It was 
a favorite device of the big oil companies and railroads in their feverish 
race to expand during the 19th century, but the main growth of the 
practice has occurred since World War II, the period in which diversifi- 
cation has come into its own. The best estimate is that there are now more 
than 100 joint corporations in existence, and the majority of them were 
created during the past two years, The Controller reports. 

The advantages of joint ownership stem from practical economic con- 
siderations. Pooling resources can create an assured source of supply for 
both parent companies or permit both to share common facilities. It can 
enable them to develop new products, enter new fields, and undertake 
projects that neither company could manage alone. Although there are no 
tax advantages to the arrangement, the risks of launching a new venture 
are minimized when two partners share the burden. Moreover, financing 
is easier to obtain, since the credit standing of more than one borrower is 
involved. And technical know-how and experience are avaliable from two 
sources rather than one. 
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Periodic Health 
Examinations: 
One Company’s Experience 


gw S. Charles Franco, M.D. 
Associate Medical Director 
Consolidated Edison Company of New York 


Tue uNExPECTED DEATH or serious illness of a key executive can 
have such disruptive effects on the operations of a company that 
it is only enlightened self-interest on management’s part to do what- 
ever it can do to prevent this type of catastrophe. Today, a growing 
realization of this fact, plus a natural desire to keep all their key 
men healthy and productive, is leading an increasing number of 
companies to sponsor programs of periodic executive health examina- 
tions. 

The current trend toward an aging population has resulted in 
an increase in the degenerative diseases that are the natural com- 
panions of increasing age. These diseases, which primarily affect the 
heart and arteries (cardiovascular disease), have become the leading 
cause of death in our generation. Next to cardiovascular disease, 
cancer is the greatest cause of disability and death. This is in 
marked contrast to the situation at the turn of the century, when 
infectious diseases headed the mortality list. Diabetes and mental 





This article is based on a presentation by Dr. Franco before Unit I of the 
AMA Management Course. 
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diseases are also on the increase, although they are not adequately 
reflected in the mortality tables. 

It should be recognized that the degenerative diseases have their 
inception early in life, in the 30’s and 40’s, and their course is 
insidious until the fully developed disease produces its symptoms in 
the 50’s and 60’s. When the disease has progressed to this stage it 
is often too late to obtain a cure, and the best that can be hoped for 
is retardation of the illness and amelioration of the symptoms. The 
same insidious onset is often noted in mental illness, diabetes, and 
many other medical conditions. Even cancer, which has a shorter 
duration than these illnesses, has a latent phase during which it 
produces few, if any, symptoms. It should be evident that the early 
detection of insidious disease is the best means of preventing chronic 
illness; we must ferret out and treat these diseases in persons 35 to 
50 years old. This approach to the prevention of disease has been 
described as “constructive medicine.” 

The available medical facts indicate that executive health pro- 
grams should be extended to all levels of management. Executive 
development programs might well include the periodic health ex- 
amination of all candidates, since pre-employment examination of 
persons 20 to 30 years old usually will not reveal any indication of 
conditions that may arise in later years. Periodic re-examination is 
the key to health maintenance. 

The periodic health examination has been described by Stieglitz 
as “the basic tool of constructive medicine.” Despite its recognized 
limitations, accumulated experience testifies to its value. The 
effectiveness of such a program can be measured on the basis of 
medical findings: the amount of disease, particularly unsuspected 
or incipient disease, that is discovered, and the number of conditions 
corrected, improved, or unchanged, as revealed by the follow-up 
study. These medical facts can be translated into administrative 
terms of time, cost, and savings in dollars and skills. 


THE CONSOLIDATED EDISON PROGRAM 
Our experience at Consolidated Edison indicates that the benefits 
of the periodic examination program are very tangible. In a period of 
seven years, 707 persons, 68 per cent of those who were eligible for 
the voluntary program, were examined. This group was comprised 
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chiefly of men 40-65 years old, of whom more than 85 per cent 
were in the 45-65 year age group. About half of these individuals 
had conditions that were of major medical significance, either in 
themselves or as precursors of potentially serious disease. About 15 
per cent of the group knew of certain conditions that they wished to 
have checked by the examining physician, but a sizable number 
(35 per cent) had conditions of which they were unaware. More 
than half of these conditions were without symptoms of any kind. 

Cardiovascular disorders were most frequently revealed by the 
periodic examination, accounting for 39 per cent of the defects 
found. The number of cardiovascular lesions increased with ad- 
vancing age, reaching their peak in the 55-59 year age group. It is 
perhaps significant that extreme overweight, noted in 16 per cent 
of those with defects, was associated with cardiovascular disease in 
many cases. The next most frecuent disorder detected was tumors— 
benign in 8 per cent of those with defects, malignant in 4 per cent. 
Gastro-intestinal conditions accounted for 9 per cent of the defects 
found, followed by metabolic disorders (5 per cent) and neuro- 
psychiatric and musculoskeletal conditions (about 4% per cent 
each). 

A further indication of the value of periodic examinations is the 
fact that, of the medical conditions revealed by examination, 20 
per cent were entirely corrected and 33 per cent were improved by 
treatment. In addition, almost all the individuals in the 31 per cent 
whose condition remained unchanged were enabled by medical 
supervision to carry on their usual business activities without any 
harm. Deterioration occurred in 9 per cent, and the mortality rate 
was 5 per cent at the end of the seven-year period. 


PERIODIC HEALTH EXAMINATIONS 


The periodic health examination has certain distinctive features. 

It is more comprehensive than the ordinary physical examination, 
which is undertaken when one has a complaint about his health. 
The physician tries to evaluate “the whole man”—his work and 
home conditions, his ancestry, his previous history, and his reaction 
to the stress and strain of everyday life. The medical profession is 
agreed that these points should be covered in the examination: 

1. A detailed review of the personal and family history. 

2. A careful physical examination. : 
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3. Fluoroscopy or x-ray of the lungs and heart, and other 
x-rays as may be indicated. 


4. Certain basic laboratory studies. 

Health counseling: that is, discussion of the findings. 
Follow-up for correction of defects and annual 
re-examination. 


nu 


The periodic examination in the Consolidated Edison group was 
accomplished by the personalized technique, which utilized only 
selected laboratory studies and x-ray examinations. We felt that the 
“dragnet method,” which routinely undertakes a wide scope of x-ray 
and laboratory studies, did not allow a personalized approach and 
was more expensive and time-consuming. 

Our experience has been that the periodic examination can be 
done in one session of approximately an hour if a few basic laboratory 
tests (such as urine, blood serology, blood sedimentation rate, and 
an electrocardiogram,) are accomplished beforehand. Those in- 
dividuals whose clinical examination shows a deviation from normal 
can be asked to return after additional laboratory studies (such as 
special blood chemistry, x-rays and stress tests). These revisit in- 
terviews rarely extend longer than 20 or 30 minutes. 

Periodic re-examination should usually be scheduled on an 
annual basis. For the group over 55 years of age and for those who 
may be exposed to unusual business stress, it may be advisable to 
arrange a less detailed “screening” examination semiannually. 

There has been some question as to who should perform the 
periodic examination. Some feel that the family physician is in the 
best position to conduct the examination, because in many instances 
he would have an intimate knowledge of the personal background 
of the individual. Others think that a physician specially trained in 
diagnostic medicine is most qualified to undertake such an examina- 
tion. However, the medical profession has not been able to sell 
such a program to patients, and this is perhaps the greatest reason 
why industry is undertaking periodic examination programs. Some 
members of the group examined in the Consolidated Edison program 
had not had a physical examination since employment, 15 or 20 
years earlier. The facilities of the industrial medical department are 
easily available, and the physician has the advantage of a better 
knowledge of the working environment of the individual concerned. 
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The periodic examination is a personalized procedure, and a 
doctor-patient relationship should be established between the in- 
dividual who is examined and the physician who advises him of the 
results. It is our feeling that health counseling is most properly 
accomplished by the physician who has personally examined the 
individual. 

In the personal history, the physician can unearth clues to possible 
hidden illness. A review of the diet, work environment, and habits 
gives him an understanding of the personality of his patient. The 
family history can at times provide information concerning tenden- 
cies towards diabetes, high blood pressure, pernicious anemia, and 
cancer, and thus can serve as an indication that further laboratory 
studies might help uncover hidden tendencies towards these diseases. 

A careful physical survey will examine all parts of the body from 
head to foot and will, of course, include determination of the weight 
and blood pressure. 

Laboratory studies should be held to a minimum. To undertake 
a barrage of laboratory and x-ray examinations as a routine procedure 
only adds unnecessarily to the cost of the examination. An analysis 
of the urine and a “blood test” —a serological examination and a sedi- 
mentation test—are the only laboratory tests that need be done 
routinely. Routine electrocardiograms should be accomplished in 
persons over 40 years of age, because they have sometimes yielded 
valuable information concerning unsuspected disease of the coronary 
arteries and the heart muscle. A routine x-ray of the chest is 
advocated by some examiners, but others feel that a careful fluor- 
oscopy of the chest is adequate to uncover any disease process. 


HEALTH COUNSELING 


At the termination of the examination, the significance of the 
findings is discussed with the person examined. As _ indicated 
previously, this seems to be best accomplished by the physician who 
has personally conducted the examination. Experience shows that 
this health counseling is the most important part of the periodic 
examination. It provides the best opportunity to correct errors of 
habit and diet that seem to play some role in the development of 
the degenerative diseases. This is a good time for the physician to 
give advice about mental health and outline a program for reason- 
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able living to each individual, even to those with normal findings. 

For the individual executive, there are two general rules to follow 
for the maintenance of good health and the prevention of illness. 
The first is regular periodic physical examination. The second is 
the development of good habits, a balanced diet, and a proper atti- 
tude toward everyday living. 

Aside from such illnesses as cancer and some of the specific in- 
fections, such as rheumatic fever, pneumonia, and poliomyelitis, 
many of the illnesses that afflict people are the result of indiscretion 
in diet and habits. Obesity that results from overeating is frequently 
associated with such illnesses as high blood pressure, heart disease, 
premature hardening of the arteries, and diabetes. Overindulgence 
in tobacco and stimulants can be followed by a train of digestive and 
nervous disorders. 

Underlying these abuses of diet and habit is chronic nerve tension. 
Some physicians are convinced that the condition of overwrought 
nerves, so common in our competitive industrial society, is directly 
responsible for the majority of the degenerative diseases and mental 
illness. This has given rise to the concept of psychosomatic medicine, 
which concerns itself with the role that emotional disturbance plays 
in the causation of organic or bodily illness. 

The development of proper attitudes towards life and the job 
is recognized as the best aid to combat chronic nerve tension. The 
realization that no one is indispensable and that we should not take 
ourselves too seriously is a good attitude to start with. The delega- 
tion of tasks to others not only relieves those in positions of responsi- 
bility of annoying details, but also serves to develop the ability of 
subordinates and builds a strong team of loyal workers who then 
have a sense of participation. After work, time should be allowed for 
relaxation. Above all, the job should not be brought home as a 
regular thing. 


TIME AND COST PROBLEMS 


There are, of course, certain shortcomings to the periodic 
examination program. One of the main obstacles has been the time 
and cost factor. At Consolidated Edison, the estimated cost for the 
detailed periodic examination is $30. This includes the salaries 
and time of the physicians, nurses, and clerks, as well as the cost 
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of electrocardiograms, exercise tests, special laboratory studies, and 
x-rays. Under the joint contributory plan, the cost to each individual 
is $24. 

Searching for a practical approach to reduce the time and cost 
involved, some medical men have advocated the use of multiple 
screening examinations, which would utilize certain laboratory 
studies and x-rays without accomplishing a complete physical ex- 
amination. These physicians feel that such a procedure could serve 
to eliminate from the periodic examination program those persons 
with normal findings. However, this method has several serious 
deficiencies: a complete physical examination is not performed, 
and people whose illnesses are not discovered by this screening 
technique are given a false sense of security. Moreover, this method 
deprives the individual of contact with a physician, who is the only 
properly qualified person to advise him. Finally, it makes no pro- 
vision for the health counseling of apparently well people, which is 
equally as important from the point of view of preventive medicine 
as the treatment of those persons with actual disease conditions. 

To reduce the time and cost factor in the periodic examination 
program, Consolidated Edison has found it possible to expedite the 
examination procedure by the preliminary accomplishment of a few 
basic laboratory studies and an electrocardiogram so that the ex- 
amination can be accomplished in one session. 

It has also been found more economical to make the examination 
a personalized one. The time spent on a detailed history will yield 
greater dividends than a barrage of routine laboratory studies and 
x-rays. 


CANCER AND HEART DISEASE—EARLY DETECTION 


A second shortcoming of the periodic examination is that it may 
not uncover hidden malignancy which is without symptoms or in 
an incipient stage. At times, a silent but well-developed cancer may 
be uncovered by routine examination, but a more thorough search 
for precursors of malignant disease is usually necessary. This would 
add greatly to the cost of the procedure, owing to the increased ex- 
pense of more laboratory studies and x-rays. 

The small percentage of malignancy found in cancer detection 
clinics (less than 1 per cent) is an indication that the time and cost 
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involved in large-scale routine x-ray surveys would be unwarranted. 
The eight cases of malignant tumors that were detected in the course 
of periodic examinations in our series were nearly all associated with 
definite symptoms on the part of the patients. However, in over half 
the cases, the patient had waited until the symptoms became severe, 
and in these instances the neoplasms were usually in an advanced 
stage. Those who presented themselves early were able to have 
their tumors successfully removed. The latter individuals had 
previously undertaken periodic examinations and had been made 
aware of the necessity of promptly investigating medical complaints. 
With regard to cancer detection, this is undoubtedly the greatest 
value of the periodic examination program. 

The early diagnosis of heart disease is another area in which the 
periodic examination may fall short. The diagnosis of cardiovascular 
disease associated with high blood pressure or angina pectoris and 
coronary thrombosis is readily established, but the diagnosis of latent 
coronary disease is difficult because these cases usually present 
normal findings on physical examination, x-ray of the heart, and 
the electrocardiogram. In fact, this type of asymptomatic coronary 
artery disease can produce an unheralded cardiac catastrophe after 
an apparently normal periodic examination. 

Certain special examinations have been devised to help uncover 
hidden coronary artery disease, but these methods of investigation 
require more study and further time for evaluation before they can 
become dependable tools in diagnosis. 


THE VALUE OF PERIODIC EXAMINATIONS 


Despite these limitations, our experience at Consolidated Edison 
makes it clear that there are definite advantages to be gained from a 
program of periodic health examinations. Among these are: 

1. Early discovery of many silent and incipient disease conditions. 

2. Improved health of those with chronic conditions. 

3. Establishment of a doctor-patient relationship as the basis of 
health education. This leads to early detection of subsequent disease 
processes. 

4. Development of a health record for future evaluation and 
comparison. 


It is difficult to measure the value of a periodic examination 
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program with great accuracy. The “savings” achieved in the 52 
per cent who were “cured” or “improved” in the Consolidated Edison 
program cannot be expressed in dollars and cents. The value of the 
skills and experience of those whose ability to do a productive 
job was maintained despite the presence of chronic disease is also 
considerable, although difficult to estimate. 

By increasing the individual executive’s knowledge of his own 
abilities and limitations, the periodic health examination can help 
him to deal more effectively with associates and subordinates. The 
value of this type of personal development in an executive training 
program is obvious. In addition, a continuing program of health 
examinations is invaluable in maintaining the executive’s optimum 
health and peak efficiency during his business years, and it can be 
the basis of a good psychological adjustment to the problems of his 
daily life. 


How Management Is Using Sales Meetings 


A RECENT SURVEY conducted by Management Methods indicates that 
sales meetings are commanding a great deal of management attention. 
For example, nine out of ten respondents, who were selected from com- 
panies across the nation known to hold special meetings for their sales 
personnel, consider a talk by the chief executive or other top-level man- 
agement personnel a must for their meetings. (A number of these com- 
panies stress the fact that short, to-the-point speeches are most effective.) 

The chief purposes of sales meetings, according to respondents, are 
to exchange information and selling techniques, to kick off a new sales 
program, and to function as part of the sales training program. The 
means by which these objectives are reached include, in more than two- 
thirds of the companies, such devices as speeches, demonstrations, movies 
and slides, and exhibits. Many also employ problem-solving workshops, 
social activities, and awards and incentives. 

Sales meetings are national in scope in 28 per cent of the responding 
companies; 42 per cent hold regional meetings, and 30 per cent conduct 
both types. More than three-quarters of the companies pick up the tab 
for all expenses incurred by their salesmen in connection with these 
meetings; 13 per cent pay part of the expenses, usually requiring those 
who attend to get to the meeting on their own and, sometimes, to pay 
for their meals. A large majority of the 11 per cent who pay none of the 
attendec’s expenses hold their sales meetings at trade shows, where the 
salesmen are expected to be on hand anyway. 
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THE ORGANIZATION MAN. 
By William H. Whyte, Jr. Simon 
and Schuster, New York, 1956. 
429 pages. $5.00. 


Reviewed by Harry A. Bullis* 


This book voices a strong indict- 
ment of the “organization man.” But 
surely he is not the only one guilty 
of accepting the philosophy which 
Mr. Whyte calls the “Social Ethic.” 
In every walk of life, people give 
evidence of their willingness to con- 
form to the group and share in the 
general prosperity. Even farmers, 
classed as the most rugged of indivi- 
dualists, overwhelmingly agree to 
abide by the rules in order to reap 
economic benefits. 

One of the deficiencies in Mr. 
Whyte’s highly inteflectual treatise 
is its failure to give more complete 
recognition to the economic exigen- 
cies of our time as they act upon 
men, “organization” and “non-organi- 
zation,” “well-rounded” and “non- 
well-rounded.” [He fails to emphasize 
sufficiently that the economic motive 
is a powerful one and that “economic 
man” cannot be divorced from “so- 
cial man.” 

The Organization Man, as the title 
implies, is about the man who works 
for an organization — not the ordi- 
nary worker in the plant or office, but 
the man who truly “belongs.” He is 
the educated man who has accepted 
The Organization as a career and as 
a way of life. The philosophy which 


*Chairman of the Board, General 
Mills, Inc. 
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makes him an organization man _per- 
meates his whole existence: he be- 
lieves in the Social Ethic and lives 
by it. In the new suburbia where he 
makes his home, he is a transient 
without deep roots, but ‘effective in 
community affairs. 

The new Social Ethic, according 
to Mr. Whyte, holds that the prob- 
lems of human relations can be solved 
by applying scientific techniques, 
utilizing the group as a source of 
creativity, and fostering “belonging- 
ness” as the most important human 
need. It seeks to adjust the individual 
to the group and induce harmony in 
the organization through cooperation, 
and conformity. As Mr. Whyte sees» 
it, the old philosophy of the Protest-/ 
ant Ethic, with its emphasis on 
rugged individualism, hard work, 
thrift, and competitive struggle, is 
becoming outmoded. 

The organization man finds a 
place in almost any type of collective 
endeavor, whether corporate, educa- 
tional, religious, legal, or other. The 
potential organization man is _ re- 
cruited as he approaches graduation 
and usually can select an organiza- 
tion which offers him what he wants 
—further training, security, and par- 
ticipation. Thereafter he is initiated 
into the intricacies of organization 
life, taught to submerge his ego in, 
the interests of group harmony, and 
trained to do the will of the organ- 
ization. 

\The author deplores the organ- 
ization’s demand for conformity, 
particularly in areas such as research 
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and engineering where creative 
thinking should abound. Groups as 
such are not creative, he argues, and 
new ideas introduced into groups 
necessarily come from _ individuals 
who have thought them out before- 
hand. Hence, “in the field of run- 
ning an_ organization the group 
obscures the function of leadership.” 
Mr. Whyte finds no fault with co- 
operation when it is purposeful, but 
he asks, (“What are the standards by 
which one should judge whether he 
is cooperating or surrendering>” 

There are some flaws in this 
argument, of course. After all, people 
are essentially individuals. Without 
individual effort, no organization can 
be built; individual initiative has al- 
ways been the key to success, and al- 
ways will be. The Social Ethic not- 
withstanding, group thinking will be 
dominated by the strongest individu- 
als. If they are not permitted to 
dominate, they will break away and 
apply their energies elsewhere. If 
this happens often enough, the group 
will see the light, particularly if it 
is one which depends on profits for 
its existence. 

Perhaps this is what the author 
has in mind when he says that “ulti- 
mately any real change is up to the 
individual himself.” In any event, hu- 
man nature does not change readily; 
as long as we preserve our ideals of 
freedom, strong personalities will 
continue to assert their leadership 
and to nurture creative thinking and 
individual initiative. 

Unfortunately, the author has not 
quite set the stage for his morality 
play. The origins of the organization- 
mindedness that permeates our world 
are left for the most part unexplored. 
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Yet these go back a long way. The 
Social Ethic is the end-product of a 
generation of developing statism, in- 
creasing governmental controls, and 
the quest for conformity as an alter. 
native to insecurity. Much of what 
the author criticizes can be attributed 
so-called “depression-free” 
economy that has existed since 1940, 
Any drastic economic upheaval would 
bring about a reversal of values— 
perhaps all the way back to the days 
of his 1939 graduating class, when 
they chanted the “cold, cruel world” 
song. 

Although the reader may not agree 
with the author that the organization 
man is a general phenomenon, he will 
find Mr. Whyte’s exposition of cer- 
tain trends in human relations phi- 
losophy both interesting and thought- 
provoking, and his advice about 


cheating on personality tests particu- 
larly delightful. 
* 


THE PATTERN OF MANAGE. 
MENT. By Lyndall F. Urwick. 
University of Minnesota Press, 
Minneapolis, 1956. 100 pages, 
$2.50. 


Reviewed by Dale Zand* 


Books on management written by 
British authors are often notable for 
their brevity and precision. American 
readers accustomed to tomes that say 
too little in too many pages will find 
much food for thought in this thin 
volume based on five lectures deli- 
vered by Colonel Urwick at the Uni 
versity of Minnesota. 





* Associate Professor of Management, 
Graduate School of Business, New 
York University. 
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In the first chapter, he points out 
that we live in an adaptive society, 
one in which technical and _ social 
changes come so fast that we must 
adjust our behavior before we fully 
understand what is happening and 
why it is happening. 

This society of ours exhibits an 
interesting paradox. On the one hand, 
we resist change in order to slow 
down the pace of adaptation. And 
among the changes we resist is the 
scientific approach to management. 
On the other hand, we place excessive 
confidence in the stimulants to 
change—education and _ specialized 
learning, for example. Perhaps we 
hope that, when change can no long- 
er be avoided, these will help us 
adapt more quickly. 

Cynicism in management is one 
thing that Colonel Urwick thinks we 
ought to change. Capitalism is under 
attack, he suggests, not because it is 


inefficient or ineffective, but because 
it is cynical. Distrustful itself, it is 


not considered worthy of trust. 
Strictly speaking, of course, it is not 
business as such which is cynical, 
but the individual managers. Accord- 
ing to Colonel Urwick, the solution 
to this problem—the very basis for 
the survival of capitalism—lies in 
selecting managers who, among other 
qualities, have integrity: the com- 
bination of moral standards and per- 
sonal courage that merits the con- 
fidence of others. 

In his next chapter, “The Mar- 
riage of Theory and Practice,” Colo- 
nel Urwick presents insights into the 
theoretical and the practical mind 
that should help operating and staff 
people to develop a better understand- 
- ing of one another. Theory and prac- 
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tice too often are looked upon as 
extreme opposites. Actually, theory 
is the basis of better practice, and 
practice is the laboratory that pro- 
duces better theories. 

While scientists, the author ob- 
serves, seek truth for its own sake, 
regardless of the demands and the 
problems of the moment, managers 
are responsible for providing to the 
best of their ability the goods and 
services that society needs now. They 
would not be fulfilling their respon- 
sibility if they sat around and waited 
for the perfect theory. Nonetheless, 
Colonel Urwick points out, managers 
may benefit by learning to approach 
their problems with somewhat more 
of the scientific attitude. 

The crying need of our time is 
to bring theoreticians and business 
men closer together, and the author 
has much to say about how this 
might be done. The third chapter, 
“The Main Outline of Management 
Knowledge,” focuses on manage- 
ment’s growing awareness of the hu- 
man elements involved in getting 
people to work together. The fourth 
chapter, “Principles of Government 
and Leadership,” explores the reasons 
for the lack of attention to scientific 
management in government, analyzes 
the functions and processes of govern- 
ment, and offers some provocative 
remarks about discipline, persuasion, 
and jurisdiction—for example, that 
“persuasion is a symptom, not of pro- 
gress in human relations, but of lack 
of progress in organization.” 

The final chapter of the book is 
an orderly statement and discussion 
of all those principles which, taken 
together, form the pattern of manage- 
ment. To appreciate this last chapter 
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to the full, the author’s earlier book, 
The Elements of Administration, 
should be read; and Bertrand Rus- 
sell’s little book, Authority and the 
Individual, presents an_ interesting 
contrast. 

The Pattern of Management does 
not prescribe how to manage in five 
easy lessons. But it picks and probes 
management with beguiling wit and 
managers will find it a pleasant 
change of pace. 


THE EXECUTIVE LIFE. By the 
Editors of Fortune. Doubleday 
and Company, Inc., Garden 
City, N.Y., 1956. 223 pages. 
$3.50. 


Reviewed by Edward K. Moss* 


Introspection is not usually re- 
garded as a characteristic of the ex- 
ecutive. Nonetheless, the executive 
community has been engaged in in- 
tensive self-analysis for nearly forty 
years, and a considerable body of 
literature testifies to the diligence of 
the specialist in recording the opera- 
tions of management. More recently 
—perhaps in consequence of the 
shortage of executive talent and the 
need for bringing new blood into the 
ranks—attention has focused on 
identifying the executive himself. 
Who is he? How did he get that 
way? 

Now, it seems, we are entering 
a new phase. Any number of best 
sellers, motion pictures, television 
* Public Relations Consultant, New 

York City. 
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plays, and magazine articles bear 
witness to the growing popular in- 
terest in the executive and his place 
in society. The Executive Life re- 
flects this trend. Compiled from 
articles which appeared originally in 
Fortune, the book is designed to 
stimulate executives into thinking 
about their own experience, to ex- 
plain the executive life to those who 
are just starting up the management 
ladder, and to “educate readers about 
who executives are, what they do, 
and how they have done it in recent 
years.” 

How well the book is serving its 
purpose may be gauged by the fact 
that it has been favorably reviewed 
in the daily newspapers, received 
pages of attention in national maga- 
zines, and even stimulated pictorial 
condensations in certain popular pub- 
lications. In one instance, excerpts 
from the book were featured under 
the title, “Every Man’s Guide for 
Getting Ahead,” side by side with 
Elvis Presley, an essay on sex hor- 
mones, and a display of photographs 
of nudes. 

Though such presentations may 
obscure the merits of the volume for 
the professional executive, the book is 
nonetheless a valuable summary of 
the life and labors of the entre- 
preneur and an outline of the many 
steps along the road to the top. There 
are few, if any, studies which bring 
together as this one does the known 
facts about how executives get their 
jobs, how hard they work, how they 
get promoted, how they make de- 
cisions, how they get paid, and how 
and why they survive or succumb. 
And it is doubtful if there is any 


THE MANAGEMENT REVIEW 








oth 
wit 
wh: 
bro 


Ma 


the 
tior 
top 
by 

fro 
wit 
che 
ing 
Fai 
Ste 
it; 


suc 


hot 


vic 
lik 
lur 
em 


pic 








ont 
rut 





other which leavens these subjects 
with just that light but critical touch 
which makes for easy reading while 
broadening the reader’s perspective. 

The chapter on “How Executives 
Make Decisions,” for instance, relates 
the discussions in the literature and 
the research findings on this ques- 
tion to the opinions expressed by 
top executives who were interviewed 
by Fortune. The discussion ranges 
from “game theory,” having to do 
with the “randomizing” of alternative 
choices as a method of decision mak- 
ing, to the comment of Benjamin 
Fairless, retired chairman of U.S. 
Steel, “You don’t know how you do 
it; you just do it.” 

The other chapters—they cover 
such subjects as how to get a raise, 
how to fire or retire executives, how 
to become an executive, how to treat 
vice presidents, and so on—range 
likewise from intellectual theory to 
luncheon table comment. What 
emerges is a clear and _ intelligible 
picture of executive life. 

Not everything can be included, 
of course, in a book of little more 
than 220 pages. But there is enough 
to give food for thought to the stu- 
dent, the young executive who wants 
to see what he’s getting into, and the 
mature executive who may need to 
refresh his insight by looking at the 
situation through another’s eyes. On 
the other hand, if any reader should 
conclude after finishing these chap- 
ters that he is not yet sure what the 
executive life really is, he may con- 
sole himself with the reflection that, 
as the authors found, this uncer- 
tainty is shared by numerous execu- 
tives themselves. 
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THE ANTI-CAPITALIST MEN- 
TALITY. By Ludwig von Mises. 
D. Van Nostrand Co., Inc., 
Princeton, N. J. 114 pages. 
$3.75. 





Reviewed by Leo Teplow* 


The jacket of this small volume de- 
scribes Dr. Ludwig von Mises cor- 
rectly as “the foremost exponent of 
the Austrian libertarian school of 
economic thought.” Unfortunately, 
this volume will not add to his stature. 

The book is based on the fallacious 
assumption that most Americans op- 
pose capitalism and seek to destroy it. 
Thus, referring to the Communist 
Manifesto, von Mises says: 

The authors of this description of 

capitalistic industry are praised at 

universities as the greatest philoso- 
phers and benefactors of mankind 
and their teachings are accepted 

with reverential awe by the mil- 

lions whose homes, besides other 

gadgets, are equipped with radio 

and television sets. 





Such statements are nonsense. They 
do not represent the situation in our 
universities, as anyone who visits a 
university campus even occasionally 
knows very well. Von Mises is equally 
in error when he says: 





But today, governments, political 
parties, teachers and writers, mili- 
tant atheists as well as Christian 
theologians, are almost unanimous 
in passionately rejecting the market 
economy and praising the alleged 
benefits of state omnipotence. . 
The rising generation is brought 
up in an environment that is en- 
grossed in socialist ideas. 


Having invented a well-nigh uni- 


* Industrial Relations Consultant, Amer- 
ican Iron and Steel Institute. 
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versal opposition to capitalism, von 
Mises proceeds to explain why it ex- 
ists. Briefly, his analysis is that, in a 
free economy which provides an op- 
portunity for everyone to rise as high 
as his capacities and efforts warrant, 
almost everyone knows of some people 
who rise faster and farther than him- 
self. Hence, von Mises speculates, 
a scapegoat is required to explain the 
individual’s failure to progress far- 
ther than he has. In a rigid economy, 
failure would be ascribed to the ex- 
istence of class stratification. In a 
free economy where that excuse does 
not exist, the individual must resort 
to some other rationalization and 
therefore picks on the capitalistic 
system as the scapegoat. 

While this explanation may serve 
for an extremely small, discontented 
group, it seems wholly inadequate to 
explain such opposition as actually 
exists. There is reason to believe 
that aside from hard-core Commu- 
nists, those who consciously oppose 
capitalism do so on the basis of ideal- 
ism. No matter how effective a sys- 
tem may be in providing personal 
freedom and opportunity for progress, 
individual injustices can and do occur. 
Those who are most sensitive to hu- 
man suffering are more likely to be 
impressed by such injustices than by 
the benefits of our present system. 
Being familiar with the imperfections 
of our free economy, they are inclined 
to endorse some other economy which 
has not yet made its errors manifest. 

The main trouble with The Anti- 
Capitalist Mentality is that it fails 
to identify the major threat to our 
profit-and-loss system. The dangc« re- 
sides not in a conscious, almost uni- 
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versal opposition to the system, as von 
Mises avers, but rather in the fact 
that a great many people do not un- 
derstand it. Those who profess to 
believe in the competitive enterprise 
system but insist on demanding more 
and more government services may 
not realize that, in so doing, they are 
hamstringing the system itself. It is 
lethargy and lack of understanding, 
rather than outright opposition, that 
constitutes the greatest danger to 
capitalism. 

Dr. von Mises is at his best when 
he explains and defends capitalism. 
He is at his worst when he inveighs 
with more emotion than reason against 
those who oppose it. In mistaking the 
major danger to capitalism, his book 
renders but little service. 


PROXY CONTESTS FOR COR. 
PORATE CONTROL. By Ed- 
ward Ross Aranow and Herbert 
A. Einhorn. Columbia University 
Press, New York, 1957. 577 
pages. $15.00. 


Reviewed by Herman S. Hettinger* 


This “treatise on the legal and 
practical problems of management 
and insurgents in a corporate proxy 
contest,” as it is subtitled, is an out- 
standingly good book. But it will 
never win a place for itself as light 
weekend reading for tired but con- 
scientious executives. Indeed, it may 
be questioned whether many of its 
purchasers will read the book through, 
despite the clarity and simplicity of 





* Vice President, D. M. S. Hegarty & 
Associates, Inc. 
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its style and its excellent organization. 

On the other hand, the prudent 
corporate officer—whether president, 
chairman of the board, secretary, or 
counsel — will do well to have this 
volume within easy reach should there 
be the slightest hint of danger. The 
legal profession, obviously, and_busi- 
ness libraries as well, should have 
the book on hand, to say nothing of 
prospective insurgents, who can bene- 
fit materially both from its warnings 
as to the hazards of insurgency and 
from the practical advice it provides 
for those hardy enough to peysist in 
challenging management. 

Proxy Contests for Corporate Con- 
trol is primarily a reference book, and 
as such it is excellent. The authors 
are practicing attorneys who, early in 
1953, essayed to write a short dis- 
sertation on proxy contests which 
would incorporate the knowledge and 
experience that they had acquired. 
Inasmuch as no reference work ex- 
isted in this field, they soon realized, 
as they say in their preface, that 
“nothing short of a comprehensive 
treatise would adequately cover the 
subject,” with the result that the pres- 
ent volume was completed late in 
1956. Although this reviewer is not 
competent to pass upon many of the 
legal nuances of the text, his practical 
experience with stockholders and 
financial relations inclines him to be- 
lieve that the goal of comprehensive- 
ness has been achieved. 

Throughout the volume, a judicious 
balance is maintained between con- 
siderations of law and points of prac- 
tical strategy and tactics. There is 
sound, hard-headed comment on such 
matters as the steps to be taken by 
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management in remaining alert to the 
threat of a contest, the respective pro- 
grams of management and the in- 
surgents, and the strategy and tactics 
of proxy contests. 

As for the legal aspects, the regu- 
lations and practices of the Securities 
and Exchange Commission with re- 
gard to proxy contests are discussed 
in detail, and indeed comprise a 
major portion of the volume. A num- 
ber of other legal questions, such as 
judicial remedies and _ proceedings, 
management's right to use corporate 
funds for a proxy contest, and the 
reimbursement of successful insur- 
gents from the same source are also 
discussed. Appendices include the 
SEC Regulation X-14 governing the 
solicitation of proxies. 

Other sections of the volume may 
have reference value aside from the 
contingency of a proxy contest. This 
is especially true of the chapters deal- 
ing with corporate elections and the 
conduct of annual and special meet- 
ings. Some of the sections on proxy 
solicitation may also be of general use. 

Inasmuch as no reference work is 
better than its index, it should be 
noted that the book is quite satis- 
factory in this respect. 

It might be questioned whether the 
ever-widening dispersion of stock 
ownership will result in an increasing 
incidence of proxy contests, as the au- 
thors contend. In this reviewer’s opin- 
ion, such threats can be forestalled 
more often than not by maintaining 
proper relations with stockholders and 
with the financial community. But this 
is a quibble and on the whole, the au- 
thors are to be congratulated on an 
important pioneering work well done. 
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Briefer Book Notes 


(Please order books directly from publishers) 


USEFUL ECONOMICS. By E. C. Harwood. American Institute for Economic 
Research, Great Barrington, Mass., 1956. 144 pages. $1.00. The second 
edition of a somewhat unconventional introduction to economics, intended 
for the student or the general reader. Rejecting the usual approaches to the 
subject as outmoded or unscientific, the author proposes to treat “live” 
economic behavior, beginning with economic relationships in a typical super- 
market and proceeding to the circular flow of goods, services, and purchasing 
media throughout the economy. 


ORGANIZATION—FROM EMPIRICISM TO PRINCIPLE. By Leland B. Kuhre. 
The Academy of Organization Science, San Antonio, Texas, 1956. 48 
pages. $2.50. An exposition of an organization theory based upon the con- 
cept of “ideas” as the unit of organizational structure and designed to be 
applicable to business, governmental, military, or social organizations. 


FORECASTING BUSINESS TRENDS. By Leonard S. Silk and M. Louise Curley. 
McGraw-Hill Book Company, Inc., New York, 1956. 157 pages. $15.00. 
This third volume in the McGraw-Hill series of Consultant Reports on Cur- 
rent Business Problems analyzes the principles underlying business forecast- 
ing and shows how the various forecasting techniques derive from these 
principles. Included is a discussion of how recent advances in economics— 
such as the flow-of-funds system of national accounts, input-output analysis, 
diffusion indexes, and econometric models—can be applied to business 
problems. 


MANAGEMENT OF INDUSTRIAL ENTERPRISES. By Richard N. Owens. 
Richard D. Irwin, Inc., Homewood, IIl., 1957. 673 pages. $7.20. This 
third edition represents a substantial revision of the original text. In addition 
to new illustrations and cases, it contains a discussion of a number of topics 
not previously treated, including automation, operations research, work cen- 
ters as a method of plant layout, human engineering, and the break-even 
point as a factor in determining plant location. 


THE STOCK MARKET. By George L. Leffler. The Ronald Press Company, 
New York, 1957. 626 pages. $7.00. Incorporating a number of changes 
reflecting recent developments in the securities markets, this second edition 
covers the basic principles of investment, the construction and management 
of investment portfolios, the economic role of the securities markets, and 
the relations between government and the brokerage business. The technical 
operations of the market are described from the “customer” viewpoint and 
in language intelligible to the nonspecialist. 


FIGHT FOR CONTROL. By David Karr. Ballantine Books, Inc., 101 Fifth 
Avenue, New York 3, N.Y. 1956. 178 pages. 35 cents. A lively account 
of nine recent proxy battles for corporate control. Describing his aim as 
that of informing both stockholders and management about their powers 
and responsibilities, the author discusses the issues involved between insiders 
and outsiders in these campaigns, the techniques employed, and the per- 
sonalities of the contestants. 
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June 10-12, 1957. e Carter Hotel e Cleveland 


AMA Special Manufacturing Conference: 


FACTORY OF THE FUTURE 


How far away is it? 





What will it mean to industry? 


How can production managers prepare for it now? 


Important questions like these will be answered at this Special AMA 
Conference for manufacturing executives—a meeting especially designed 
to give you a forward look at the tools you will be working with in five 
to 10 years. 


At the Conference you will hear top production leaders explain why 
it is necessary to start your planning now to meet the challenge of future 
technological developments, rising labor and material costs, and com- 
petition. Speakers will describe how automation has been applied to 
small-plant operation; how a fully automated facility is maintained; and 





how research and development is being uniquely applied to the traffic 
function. They will examine the increased emphasis on the role of 
purchasing, explore the coming advantages of nuclear energy, and outline 
the manufacturing manager’s long-range impact on his company’s future. 





Each registrant will receive a Special Handbook on the 
“Factory of the Future,” distributed only to those attending 
the Conference. Contents include reprints of significant arti- 
cles, charts, diagrams, and reports written exclusively for the 
Handbook. 


Plan to take advantage of this unusual opportunity to begin solving 
tomorrow's manufacturing problems today. Insure your attendance at 
the Conference by registering now. 


AMERICAN MANAGEMENT ASSOCIATION, INC. 
I515 Broadway e Times Square e New York 36, N. Y. 





A New AMA Special Report . . . 


THE SALES SUPERVISOR 


and his place in management 





SALES MANAGERS are no longer “the forgotten men of management.” 
Their expanding responsibilities—their increasingly important role in 
the company structure—demand that they be carefully chosen and 
trained. 


This new AMA publication is a practical guide to the training and 
development of the first-line sales supervisor. Using many facsimiles 
of rating forms and job descriptions, representatives of Hoffmann- 
La Roche, Inc. and The Standard Register Company describe their 
companies’ actual experience in creating effective sales organizations. 


In addition to a general review of the sales supervisor's contribution 
to industry, this publication includes reports on achieving a sound 
compensation plan for sales supervisors and developing two-way com- 
munication between the sales supervisor and other key personnel 
(Rockwell Manufacturing Company). 


CONTENTS 
Responsibility of the Sales Supervisor 
The Man Most Likely to Succeed 


Developing the Potential Sales Supervisor: Experience at Hoffmann- 
La Roche, Inc. How to Spot, Select, and Train Sales Supervisors; The 
Hoffmann-La Roche, Inc., Evaluation Plan and Reserve Pool; The 
Manager Orientation Program. 


Supervising the Supervisor at Standard Register: A Plan for Development. 
Elements of the Program; Responsibility of the Division Manager; 
The Supervisor’s Job. 


Effective Compensation Policies for Supervisors 

Two-Way Communication: The Supervisor's Role 

Appendix: Selection and Training of Sales Supervisors (A Survey). 
SPECIAL REPORT 19 $3.75 (AMA Members: $2.50) 


Order from DEPARTMENT MY, AMERICAN MANAGEMENT ASSOCIATION, INC., 1515 
Broadway, Times Square, New York 36, N. Y. 


AMA will pay normal postage’ and handling charges on all orders accompanied by check or money order. 
Orders under $5.00 should/be accompanied by remittance. Orders of $5.00 or more, unless accompanied 
by remittance, will be 4illed for postage and handling charges. Add 3% sales tax for orders to he 
delivered in New York City. 











